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A VALUATION OF CERTAIN OF THE CHEAPER ISSUES 


Appraising 


More 


Low Priced Stocks 


By ALBERT. P, CAMPBELL 


N the issues of April 3 and 17 there 
appeared the first two of a series of 
articles on the various grades of low- 
priced stocks selling at or below $20 per 
share at that time, dividing them into 
four classes: (1) Dividend payers; (2) 
Prospective dividend payers; (3) Those 
with an indifferent future; (4) Those 
which may be regarded as more or less 
worthless. 

In the remarks we have used a plus 
Or a minus sign to indicate whether an 
improvement or deterioration is to be 
expected. In the first instalment of the 
series we studied Class 1 very briefly, a 
number of Class 2 and a few of Class 3. 
We continue the consideration of Class 
3 in this issue and take up a few of 
Class 4. So when a stock is marked 
plus, it means that while its present posi- 
tion is indifferent, the prospects are that 
it will eventually move into the class 
above it. And where the minus sign is 
used it means that the stock leans toward 
the next lower class. 


Pacific Mail (3—): No dividend has 
been paid since 1899, with the exception 
of 2 per cent. in 1907. Its record, there- 
fore, is poor, the highest it having been 
since 1893 was 57 in 1900, since which 
time it has been on a steady slide. The 
trend is decidedly downward. There is 
no redeeming circumstance to prompt 
anyone to buy this stock. The only rea- 
son for it to rise is pool action or pos- 
sibly the general market might pull it 
up a little. Furthermore, the new 
I. C. C. ruling against the company con- 
tinuing business with western Mexico 
ports seems to be a body blow. As the 
company is controlled by Southern Pa- 
cific it cannot use the Canal under the 
Panama Act. Furthermore the company 
says that without the coast business the 
Trans-Pacific business is worthless. And 
again some bill called the Seamen’s Bill 
just enacted by Congress in compelling 
this and similar lines to substitute Eng- 
lish-speaking crews for Chinese and Jap- 
anese is giving the company trouble and 
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raising operating expenses some $620,- 
000 per year. 

The stock is a poor proposition all the 
way through. 





Texas Pacific (3—) : The Texas Pacific 
common has ahead of it some $30,000,000 
income bonds which the Missouri Pa- 
cific owns and on which no interest has 
been paid but must be paid before any- 
thing can accrue to the common stock. 
Furthermore, the Texas Pacific owes the 
Missouri Pacific about $4,000,000 as ad- 
vances which the Missouri Pacific certain- 
ly needs badly enough, so that if the Tex- 
as Pacific could ever get enough money 
together to pay income bond interest first, 
it would then have to put whatever was 
left over to paying off some of its debt 
to the Missouri Pacific. The common 
stock is very, very far from dividends. 
It must depend on pools’ work and mar- 
ket bullishness for advance. As a mat- 
ter of fact, the Missouri Pacific could 
put the Texas Pacific in receivership 
doubtless through the advances, because 
these advances are in the nature of 
quick liabilities which mean notes. Tex- 
as Pacific has put quite a little money 
back into the property, but its equip- 
ment situation is bad. Once they get the 
Missouri Pacific out of the woods, pos- 
sibly the Texas Pacific will have to do 
some hard financing to get its equipment 
situation right. Texas Pacific stock has 
a nominal value only in the light of the 
figures. 





Rumely Preferred (3—): In the light 
of recent market happenings in this stock 
one would be led to believe that it was a 
stock that would come back to a sub- 
stantial figure again. The rating of 
3 minus is given because this stock is 
likely to get a very hard usage in the 
reorganization of the company that is 
impending. The company is now in re- 
ceivership. The fundamental difficulties 
that lie underneath the preferred stock 
make the outlook for this security very 
dubious despite the recent rise it has had 
in the market. Figures on the position 
of the company are not available. Those 
that are available are too old to be val- 
uable, because since the receivers took 
hold a good many radical adjustments 


have taken place, completely changing 
the whole aspect of the case. There has 
to be considerable working out of the 
situation before this stock can be worth 
anything. The chances are that in the 
reorganization the stock will be sub- 
jected to a heavy assessment to get new 
working capital. 





Wabash Preferred (4): About as 
near worthless as a stock could be. The 
company is about to undertake a reor- 
ganization plan in which the holders of 
this stock may be expected to be given 
a “privilege” of contributing some money 
in the form of an assessment—roughly, 
about $30 per share—to rehabilitate the 
company’s finances. If this company had 
not had the mill-stones of subsidiary and 
controlled companies about its neck it 
might today be a good railroad. But 
under years of mismanagement it has be- 
come so debilitated, that nothing but a 
large amount of money will bring it 
back to a position of eminence and re- 
spect in the world of railroad concerns. 
The one who buys this stock buys into a 
reorganization, an assessment and an 
everlasting wait to get his money back. 
The stock may have some ups and 
downs in the market and it may get a 
boost now and then on sentiment, but 
on nothing else. 





Southern Ry. Common (3+): At the 
moment everything about Southern looks 
bearish; the earnings are very bad and 
the preferred has cut its dividend. The 
big slump in its earnings is due largely 
to the unnatural situation coming out of 
the war. While the company earned 
only .83 per cent. on the $60,000,000 pre- 
ferred for the six months ended De- 
cember 31 last, and has not done any 
better since, as compared with 6.7 per 
cent. on the stock for the same period a 
year before, it should be remembered 
that this is not a trend in the true sense 
of the word; it is only a temporary up- 
set. And furthermore the preferred 
stock is not cumulative, so when busi- 
ness comes back again, which it cer- 
tainly will in one year, they may earn a 
good bit on the preferred. As soon as 
this business revival sets in it will reflect 
itself in the preferred because doubtless 











the preferred dividend will come back 
steadily once things brighten up again. 
The common will get the benefit of all 
this, no doubt, and there will be no drag 
because of preferred dividends accumu- 
lated. 
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Of course, so far as dividends on the 
common are concerned, there is little 
hope even with good business, but the 
common is certain to get the benefits 
that the preferred can bring to it when 
things become normal again. 





National Debt 


and 


War Expenditure 


By GEORGE H. HULL— Author of “Industrial Depressions” 


MAXY misleading things have been 

written and said about the immense 
debt and the immense war expenditures 
of the European nations. Let us turn 
the light of analysis on this subject. 

Money, the circulating medium, is a 
great distorter of every-day facts, simply 
because most people do not analyze 
every-day events—they simply accept 
what “everybody says” without question. 

Every country out of debt is a poor 
country to live in. Public conveniences 
are almost exactly in proportion to public 
debt. 

Take the forty-eight states of the 
American union. The states which have 
little or no debt have little for their citi- 
zens to enjoy. 

One author in discoursing upon the 
immense national debt of England ($3,- 
800,000,000—$86 per head) speaks of it 
in a fashion to make one think it was 
a national calamity, and was in fact 
“pawning John Bull's coat and shoes,” 
and adds, “It looks as if Mrs. Bull’s 
shawl will have to go next.” : 

Now, the poor, who have only the 
clothes on their back, did not loan this 
vast amount to England; they are not 
carrying it, nor will they be called upon 
to pay it. 

It was the rich, who had surplus 
money, who took these English bonds. 
They did it to earn an annual profit on 
their surplus funds. If there were no 
such opportunities to invest, such savings 


would have to be hidden away in secret 
places, where they would be of no benefit 
to the owners, nor to the community. 

Citizens of great wealth would be of 
little use to a nation, and that wealth 
would be of little use to them if those 
citizens could not loan their wealth, and 
were obliged to hoard it. When a gov- 
ernment borrows money from its citizens 
to carry on a war, it pays that money out 
for the productive work of its citizens, 
as well as for the personal services of 
those who serve as officials, soldiers, 
sailors, etc. It is, in effect, an additional 
amount of money put into circulation. 

England has just borrowed $1,750,- 
000,000 from its rich citizens to carry on 
the war. This is being paid out rapidly 
to her two millions of fighters, and to 
such of her forty-three millions of non- 
fighters who work and earn it. The 
money is going into circulation again and 
about as fast as it is realized. What is 
the result? Nearly every able-bodied 
person in England is employed—earning 
and then buying. Many huge factories 
which before the war were producing 
luxuries, which people do not now buy, 
have been turned into factories produc- 
ing war materials, which the government 
buys as fast as they can be produced. 
Many factories which a few months ago 
were running eight hours a day, with one 
set of workmen, are now running twenty- 
four hours per day, with three sets of 
workmen. 
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The idle men who have gone to work 
outnumber the workmen who have been 
withdrawn from work to fight. The 
English people were never earning as 
much, nor producing as much, as they 
are today. So it is with most of the 
other nations at war. They are burning 
up powder and destroying other war ma- 
terials, but the government is paying the 
workmen who produce these materials. 

The $1,750,000,000 is being put up by 
the wealthy people who have it to spare 
and being earned by the producers. 

A great increase in the circulation of 
money is but the result of a great in- 
crease in production and earnings. 

The head of one of our great univer- 
sities said in public, only a short time 
ago: “These European countries are be- 
ing reduced by exhaustion and starva- 
tion.” That was what they said of the 
United States, when three or four mil- 
lions of its citizens were fighting out the 
Civil. War, but statistics show that the 
United States gained more wealth during 
the decade in which that war was fought 
than it did in the decade immediately 
before or in the decade immediately 
after. 

But the objector will say: “How about 
Belgium, where everything has been de- 
stroyed?” My answer to this will be— 
‘ook at Chicago where a few years ago 
“everything was destroyed” by the great 


fire. The citizens of Chicago rebuilt, in 
one decade, a more beautiful and costly 
city than the one destroyed, and which 
had taken them five decades to build. In 
doing it they earned and saved more 
money in that one decade than they had 
earned and saved in the five previous 
decades. 

Belgium is small in area, but a great 
manufacturing nation. Her old manu- 
facturing plants have been destroyed, but 
within one decade after the war closes 
those old manufacturing plants will be 
replaced by new modern plants, of vastly 
more value and producing capacity, and 
in this rebuilding the citizens of that 
country will earn and save vastly more 
than they possessed before the war. 

The United States emerged from the 
Civil War not “reduced by exhaustion 
and starvation,” but in the enjoyment of 
unexampled prosperity. The Southern 
states, which suffered most by the war, 
have since its close entered upon an era 
of prosperity never before experienced 
or even dreamed of. 

In whatever section the present war 
destroys most there the producer will find 
the most profitable employment after the 
war is over. 

When the war is over everything con- 
nected with rebuilding will be in tre- 
mendous demand and will advance enor- 
mously in price. 
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WHEN THE WAR IS OVER. 
It Won't Take Long to Divide the Loot. 


—Chicago News. 








IMPORTANT CHANGES IN PROSPECT > 


New York’s 
Banking Future 


Probable Effect of the Federal Reserve Act 
Upon the City as a Credit Center 


By W. F. JOHNSON 


NTIL November 16, 1914, Na- 
U tional banks of this country op- 
erated under a law enacted at 
the time of the Civil War. The se- 
curity for the circulation of these banks 
was government bonds, and primarily 
the organization of these banks was 
to furnish a fixed market for govern- 
ment securities. The result was that 
the circulation of the country had no 
flexibility, and» was not based on the 
proper security. It was an unsound sys- 
tem and objectionable, but we stuck to it 
for more than half a century. Under the 
Wilson administration it has been re- 
placed by the Federal Reserve Act, 
which embodies the sound principles 
evolved in the experience of other great 
commercial nations, 

We now have a central bank, some- 
what weakened by division, but virtually 
a central bank, and we have made pro- 
vision for a currency responsive to the 
demands of trade. We have erected a 
safeguard against periods of commercial 
stress. Trade depression we may have, 
but never another currency panic. 

Being in its essential form a centrali- 
zation of the liquid resources of this 
country, the Federal Reserve system will 
at the same time accomplish a much more 
extended decentralization. Its results 
will affect regions which heretofore have 
been untouched by modern banking fa- 
cilities. 

Our gold supply is governed by the dis- 
count policy of the new board; we are a 
free market for gold, but at the same 
time we are able to further or restrain 
gold movements. Under the National 
Bank Act our gold supply was not mo- 
bilized, and in time of panic we import- 
ed vast amounts of the precious metal. 
Under the new system our gold supply 


is now partly mobilized and can be 
used as a foundation on which to build 
a credit structure, the like of which has 
never been attained by any nation. 
REDISCOUNTING. 

One of the most important functions, 
which the Federal Reserve Banks will 
perform for their members, is the re- 
discounting of commercial paper 
owned by them. The provisions re- 
lating to rediscount, and the compan- 
ion provisions concerning note issues, 
aim to create an adequate and reliable 
source to which the bank can turn, and 
through which a large part of their 
assets can be converted into money to 
satisfy depositors’ demands. 

Call loans based upon stock market 
collateral have been, in the past, our 
only means of utilizing surplus funds 
of a temporary character. In Europe 
the real condition of the money mar- 
ket is reflected not in the call money 
rate, but in the quotation of short and 
long term discount. Knowing that 
commercial bills may always be redis- 
counted at the Central Bank, bankers 
utilize their temporary surplus funds 
in their purchase, and thus the floating 
supply of funds in the European coun- 
tries is absorbed by their commercial 
interests, while here they have been 
absorbed by the stock market. The 
liquid part, the foundation of our finan- 
cial structure has consisted of stocks 
and bonds, while in Europe it consists 
of commercial credit instruments. 

In time this will be corrected by the 
change in our discount methods and 
the development of our discount mar- 
ket. Commercial bills, even in panicky 
times, will be readily rediscountable 
with the Federal Reserve Bank and 
this, being the most convertible asset, 
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will be the channel into which our sur- 
plus cash will be diverted. As most of 
the New York City banks carry an 
amount of commercial and conse- 
quently rediscountable paper, it will no 
longer be necessary for them to tie up 
a large part of their resources in the 
form of readily marketable securities 
and call loans for the purpose of hav- 
ing a “secondary reserve.” The Fed- 
eral Reserve Bank will be charged 
with the responsiblity of maintaining 
the reserve, and the banks in this city 
will thus be relieved of the burden that 
has been resting upon them. 

One of the most sweeping changes 
that may take place under the new 
bank act will arise from the transfer 
of demand deposits to time deposits. 

In Europe the majority of the bank 
deposits are on time. Rates of interest 
are scientifically regulated so that de- 
mand deposits draw very little interest. 
Deposits payable on 30 days’ notice 
draw a fair rate of interest, and six 
months and year deposits draw up to 
4 per cent. 

ime deposits are sure to grow un- 
der the stimulus of the new bank act, 
which cuts the required reserve on 
time deposits defined as “payable after 
thirty days,” to 5 per cent. 

The crop interregnum has in the 
past been evidenced by large money 
holdings principally in New York City, 
to be loaned out on call in Wall Street. 
Any abundance of money by reason of 
commercial inactivity, found its way 
immediately to New York for the same 
purpose, and if the call rate was suf- 
ficiently attractive, money in foreign 
countries, would, through exchange 
operations, be loaned out here for 
Wall Street operations. Appreciation 
of securities naturally ensued, and 
speculation followed. As prices in- 
creased the demand for money became 
more active, and had the natural effect 
on interest rates not only on call 
money, but on time money also. What 
started as an effort to have idle money 
bring some return until the resumption 
of business activity, generally ended up 
by having the real industries bid for 
the money against Wall Street. This 
continued until one gave way, and 


when the competition became too 
strong, Wall Street liquidated. 

These slumps added no stability to 
the financial structure and no eco- 
nomic good to the community. Prices 
had to reach bargain figures in order 
that foreign capital be attracted. 

Under the Federal Reserve system, 
the banks in this city will at all times be 
in a position to supply the legitimate de- 
mands of industry. Banks will be able 
to lend out their money over periods of 
expension at a fair rate without fear 
of being called upon, with a conse- 
quent inability to supply legitimate 
needs. Besides this, the standardiza- 
tion of commercial paper permits the 
investment by a bank of its funds at a 
rate which must be more attractive 
than call money rates heretofore exist- 
ing. To send money away for a 2% 
per cent. to 3 per cent. call rate will prob- 
ably soon be a thing of the past, for 
with an increased demand for ordinary 
business activity, the portfolio of the 
bank will enable the bank to secure its 
requirements by rediscount without 
ripping up the floor of Wall Street. 
Without local demand for money, it 
will be sent to Wall Street, but will be 
upon time, and therefore at certain fair 
prevailing rates. 

MONEY ENOUGH FOR WALL STREET. 

The act undoubtedly will make 
money more available for trade pur- 
poses, and while the act expressly pro- 
hibits the discounting of notes for any 
stocks or bonds or other securities ex- 
cept governmental, the tremendous 
amount of money madeé available by 
the direct monetization of commercial 
credits must still render available as 
large, if not larger, amounts of money 
for. Wall Street operations. Money 
will, as always, continue to seek at- 
tractive rates, and Wall Street will 
therefore be compelled to bid for such 
money as it may require in fair com- 
petition with the other industries of 
the country, instead of having surplus 
money thrust upon it. 

It would seem that, in view of the 
advantages of the new system out- 
side of abnormal conditions, time 
money on the average will be some- 
what cheaper, and that Wall Street 
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will secure its needs in direct propor- 
tion to its requirements and will thus 
be more likely to receive a larger 
share of time money and upon more 
attractive rates than heretofore. The 
disappearance of the old system will 
lead to a substantial stability of se- 
curity values, as the tendency to stim- 
ulate unduly speculative buying will 
be absent. 

The future of New York City as a 
banking center lies not only in the 
Federal Reserve system, but we must 
consider also the laws of the State of 
New York. Also the war does and will 
continue to affect us. It is not merely 
a question of hearing about the war, 
and reading the news of battles. It is 
a case of getting away from the effects 
of it, commercial and social. Go where 
you will, and there is the war still with 
you, and that the effect of the war will 
still be with us long after it is over is 
a thought that it might be profitable 
to consider at this period. 

What effect the re-establishment of 
peace will have is _ problematical. 
Higher rates of interest, and an enor- 
mous demand for capital for building 
up what has been torn down, will find 
Europe borrowing from us in large 
amounts. 

In view of the disastrous effect of 
war upon the commerce of the warring 
nations, the rediscount feature of bills 
of exchange originating in foreign 
commercial transactions is of far- 
reaching importance. The Act does 
not permit domestic bills of exchange 
as a basis for currency, but under the 
laws of the State of New York the 
banks and trust companies are per- 
mitted to deal in such paper freely. 
Our foreign commerce has long suf- 
fered from want of some discounting 
system by which bills of exchange, 
originating in shipments, could become 
standardized the world over, and thus 
pass aS current international credits. 
The purchase abroad of these dis- 
counts will enable balances to flow 
freely and will be a most valuable aid 
to the efforts that are now being made 
for the further development of our 
growing foreign trade. 

War has all but cut Europe off from 





her customers in Latin America, and 
the United States, for the first time in 
its existence as a great power in com- 
merce, has the banking equipment 
needed to finance the exchange of 
goods directly in dollars, instead of 
pounds sterling. 

Just now, New York has the whole 
field of international finance at her 
feet, and it is the ambition of our bank- 
érs to make New York the great inter- 
national money market of the world. 
Our great port at the mouth of the 
Hudson is woven into the district’s 
trade, agriculture and manufacture, and 
is the leading port of the Western 
world in the value of its foreign com- 
merce. No state has more intimately 
co-ordinated its rural and industrial 
towns with its main financial and com- 
mercial center. 

It has been predicted that the Fed- 
eral Reserve system would materially 
cut into the deposits of the interior 
banks with their New York City cor- 
respondents, but the great increases 
which have taken place during the time 
when the system was being put into 
operation show otherwise, at least up to 
date. 


Nationa Banks 1n New York City. 
CONDITION MARCH 4, 1915. 


> ere $1,645,013,382 
. ff ioe 346,583,771 
Tn GUE. akccncsccsecas 1,936,516,473 


CONDITION JUNE 20, 1914. 


en eee $1,549,634,200 
| RR eh re 314,713,900 
, A.D 1,912,682,500 


It is not the intention of the writer 
to have it understood that the balances 
of country banks will not fall off, but 
a reduction in the volume of the de- 
posits will not be injurious if the vol- 
ume of the loans can be maintained as 
before. A bank derives its profits, not 
from its deposits, but from its loans. 

In summing up, we have provided 
ourselves with a financial machine as 
fit and strong as either England’s or 
Germany’s and with a credit capacity 
unsurpassed. New York City has a 
future before it that will in time equal 
London’s. The commerce of the world 
will pass through our gates as never 
before, and banking follows commerce. 
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Money, Banking and Business 
What Thinking Men Are Saying 


About Financial Investment and Business Conditions 





“Present Stimulus 
Artificial.” —Taft. 


HE word “unprecedented,” as ap- 
plied to the conditions growing 
out of the present European 

war, has become hackneyed. Yet it 
is with that word, or some synonym 
of it, that every discussion of the sub- 
ject must end. The war is a catastro- 
phe so much more enormous than 
any other which has befallen the world 
since anything like the present industrial 
and financial organization came into 
existence, that positive prediction is an 
impossibility. 

That is the reason, of course, why the 
opinions of even our most far-sighted and 
broad-minded students of conditions are 
so widely at variance. Ex-President 
Taft, for example, in a recent interview 
was quoted as saying: 

The present stimulus in business in the 
United States is artificial. The war in Europe 
has caused it. Manufacturers are busy turn- 
ing out material for the belligerents. No man 
can say for certain, but a sudden end of the 
war might throw the country back into a con- 
dition as bad, if not worse than it was be- 
fore hostilities began. 

John E. Gardin, vice-president of the 
National City Bank of New York, also 
assumed a very cautious tone before the 
Essex County Bankers’ Association at 
Newark: 

Matters are rather obscure as far as the out- 
look is concerned, and no one can foretell what 
the future has in store for us. The vast de- 
struction of wealth in European coufitries will 
cause difficulties that will seem insurmountable 
when the world is again at peace. Up to the 
present time, by prominent authorities, it is 
estimated that the destruction in Europe caus- 
ed by the war amounts to over $46,000,000,000 
—an amount of money that is absolutely incon- 
ceivable. This will all have to be replaced in 
one way or another, but it will be generations 
before the equilibrium has been reestablished. 

The money of the future will be credit 
money, inasmuch as there is not sufficient gold 
in existence to be used as a circulating 
medium. 


I am afraid that we in America are living 
in a fool’s paradise. The war, undoubtedly, 
sooner or later will find its aftermath in this 
country; in what way is problematical, and it 
therefore behooves us not to be over confident 
as to the ultimate benefits of the advantageous 
position which we are now holding. It stands 
to reason that such a wanton destruction of 
wealth will have its effect even in the remotest 
corners of the earth. The international ex- 
change market has been disorganized to such 
an extent that the usual ebb and flow of gold 
in settlement of international balances has of 
necessity been suspended, and the result is that 
practically all foreign currencies are on a de- 
preciated currency basis ranging from 1% to 
20 per cent. 

* * 
Many Others © 
Predict Prosperity, 


THE majority of commentators, how- 

ever, are on the side of optimism, 
including some men who are usually 
cautious in their expressions as to the 
future: 


Jacob H. Schiff: Business is fine. The 
confidence of the American people is being re- 
stored, and I look for the return of days of 
prosperity the like of which has seldom been 
seen in America, especially by this generation. 

Our exports are increasing rapidly, the rail- 
road and steel businesses are improving, and 
the Stock Exchange reports are exceptionally 
fine. Manufacturing is on the increase and the 


farmers are preparing to handle big crops. . 


Why shouldn’t we be prosperous? Doesn't 
everything point that way? ; 

Ralph Van Vechten, Vice-President, Con- 
tinental & Commercial National Bank, Chi- 
cago: There is no question about the steady 
betterment in business activities. I think we 
are going to see the continuance of improve- 
ment. By the time the war is ended and ac- 
celeration now derived from orders for mili- 
tary supplies ceases, the revival in our own 
domestic business will be sufficient to keep 
the volume of the general trade and. manu- 
facturing output up to a high level. 

W. L. Douglas, former Governor of 
Mass.: This country is shortly to enjoy the 
greatest period of prosperity in its history and 
it will become the financial centre of the world 
following the close of the war. 

President Buffington of the Illinois Steel 
Company: It is not a sporadic spurt, but a 
gradual growth, a healthy looking up of thiags, 
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THE GREAT SAW-MILL SCENE. 


noticeable especially for the increased orders 
which mills are receiving and for the gradual 
re-employment of labor. 

C. S. Hamlin, of the Federal Reserve 
Board: A sound spirit of optimism, based 
on generally improved conditions in financial 
and industrial operations, exists throughout the 
United States. Everywhere the belief prevails 
that a new era of prosperity is at hand and 
will continue, regardless of the length of the 
European war. 

Fairfax Harrison, President of the South- 
ern Ry.: The South is going to be the 
most prosperous section of the country—I am 
firmly convinced of that. Even the hardship 
caused by the inability to market the last cot- 
ton crop is going to be an advantage in the 
long run. It has taught people the advantage 
of diversifying in agriculture. Nothing which 
has come out of the war in Europe has modi- 
fied the general proposition that the South is 
at the dawn of a new era of development. 
There has been a steady improvement in the 
past few weeks, freight tonnage is now verging 
closer to the average a year ago and conditions 
generally are on the mend. 

John M. Slaton, Governor of Georgia: 
The South now is enjoying prosperity, and at 
this season large crops are prophesied. Cotton 
is going up in price. We now are planting 
more grain and raising more wheat, which will 
go far to make Georgia more independent than 
ever before. 

Since we sold our bonds at a good price 
money has been pouring into Georgia. Not 
long ago one of our distinguished citizens was 
offered a loan of $1,000,000 more than he re- 
quired. * * * 

Imports of Gold vs. 

Exports of Capital. 
THE present situation is giving us an 
unusually good illustration of the 
fact that “money”—that is, cash, or 





—Chicago News. 


credits which can be quickly converted 
into cash—may be easy while “capital” — 
that is, the fund available for permanent 
investments—may at the same time be 
relatively dear. Since January 1 our gold 
imports have been liberal, in spite of the 
efforts of Europe to hold its gold: 

The gold imports since January 1 from all 
quarters amount to $57,415,000, as follows: 
Canada, $37,940,000; China, $5,200,000; Japan, 
$7,875,000; France, $2,000,000; Holland, $2,000,- 
000; London, $1,100,000; South America, 
$1,000,000; Denmark, $300,000. Against this 
must be deducted $2,000,000 in gold bars with- 
drawn by Lazard Freres from the Assay Office 
on January 5 for account of the Bank of 
France. 


On the other hand, available capital is 
in immediate demand from a variety of 
directions and can be placed at a relatively 
high rate of interest, especially dwell. 
As the Times puts it: 


With $100,000,000 of New York Central 6 
per cent. debentures, $65,000,000 of Pennsyl- 
vania general 4%4s, $25,000,000 of Argentine 
Government 6 per cent. notes and $50,000,000 of 
French Government one-year 5s, all being of- 
fered in the space of a few weeks, the investor 
does not have to accept anything but the high- 
est grade of securities to obtain what would 
have been considered a dangerously high yield 
a few years back. So much borrowing on the 
part of corporations and governments with 
good credit has left a bare market for many 
companies which would like to sell bonds, but 
which have a poor chance to place them with 
investors while more favorably known issues 
are succeeding one another. Formerly the rail- 
road with a narrower margin of safety over its 
fixed obligations could finance itself by paying 
a high price for its money, but the interest rate 
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has now been put so high on first-class issues 
that the less desirable bonds would have to 
bear a rate at which it would be unprofitable 


to borrow. 
* * * 


Tremendous Credit 
Expansion Abroad. 


THE war expenditures abroad are so 

big that we can hardly conceive their 
effect, because we have nothing to 
measure them by. Charles F. Speare in 
the Review of Reviews, however, makes 
some interesting comparisons : 


What may be termed the operating cost of 
the most destructive war known to man has, in 
eight months, amounted to $10,000,000,000. 
The indirect consequences, such as damage to 
property, loss to foreign and domestic trade, 
the vanished toll of the tourist, plus the loss 
from an actuarial standpoint in the economic 
value of the killed, maimed permanently, and 
diseased, produce a debit on the balance-sheet 
of European nations of fully $10,000,000,000 
more. 

The figures are huge, beyond comprehension, 
and most impressive when set beside the esti- 
mated cost of all wars hetween the vears 1793 
and 1913. In that century-and-a-quarter period, 
beginning with Napoleon’s career and ending 
with the second Balkan war, the direct and 
indirect expenditures in conquest and repulse 
were $25,000,000,000. At the present progres- 
sive rate of outlay the Great War will only 
have to go four months longer to parallel the 
costs of all other struggles since man began to 
accredit himself as civilized. 

The wealth of the peoples engaged in war, 
and those in Eurone who are trying to keep 
out of it, is about $400,000.000,000. Considered 
from this angle the cost or loss does not loom 

















TROUBLED WATERS. ' 
—Brooklyn Eagle. 


so large; for it is only about 5 rer cent. of the 
resources from which the nations concerned 
may draw. 

a * _ 

Have European Banks 

Lost Control? 
PRACTICALLY all the savings of 

Great Britain, estimated at $2,000,- 

000,000 a year, are now going into war 
expenses. Investments abroad have 
ceased and there has also been a con- 
siderable liquidation and conversion of 
foreign investments where practicable. 
Construction work at home is at a stand- 
still. Everything is going to maintain the 
war. National City Bank of New York: 


The diversion of business from the usual 
lines to the production of war supplies, has re- 
leased a large amount of liquid capital ordi- 
narily employed in financing trade, and enabled 
it to be diverted to government finance. In 
other words, since the governments have be- 
come the principal purchasers in the markets 
trade is being largely financed through the 
credits created by the governments. Capital 
heretofore employed in trade, finding little de- 
mand in customary channels, has an outlet in 
the government issues. In London a large 
amount of capital has been employed in financ- 
ing the world’s trade, and the slump that this 
has suffered has contributed to the phenomenal 
ease of that market. 

The central banks of Europe have also 
to a great extent lost control of the ex- 
pansion of credit: 


This lending by the central banks was not 
direct to the public, but was effected by tak- 
ing over acceptances from the other banks, 
thus relieving the latter and building up their 
balances at the central banks. And just here 
a far-reaching effect, which may or may not 
have been foreseen, was produced upon the 
credit situation. In the ordinary course of 
business these acceptances in the individual 
banks would have been paid by checks and the 
checks would have been cleared and have can- 
celled each other, thus liquidating the banks 
to that extent, except as new acceptances took 
their places. But when these enormous 
amounts of paper were turned over to the cen- 
tral institutions. the effect was not only to add 
to their deposits but to increase by several 
times that amount the ability of the joint 
stock banks to make new loans, because credit 
at the central banks is treated the same as cash 
in vault. 

This is the explanation of the extraordinary 
credit situation which exists all over the 
world, and which is not easily reconciled with 
the enormous demands for credit created by 
the war. It is an abnormal situation, and in 
some respects a dangerous one, for the central 
hanks have lost control of it. Ordinarilv. the 
central banks of issue hold back their reserves 
until the open market is loaned up, when they 
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come to the support of the situation and con- 
trol it by means of a rising discount rate. 
Now the general situation in Europe is that 
the central institutions are highly extended 
while the open market has a plethora of 
funds. 

* OK *” 


Causes of the Big 
Bull Market. 


waat the Chronicle calls “the specu- 

lative furore on the Stock Ex- 
change” has puzzled many conservative 
investors, who felt that a certain degree 
of optimism was warranted but not such 
sensational advances as have occurred in 
many stocks. Says the National City 
Bank of Chicago: 


From what is being said in the newspapers 
about the general business situation, it would 
seem as it the whole financial outlook was 
largely dependent on the profits from war 
orders. It is true that large sums have been 
made by certain manufacturers from this class 
of business, but it may be doubted whether the 
movement as a whole justifies the stock mar- 
ket becoming unduly excited over it. There 
is a feeling of increased confidence and the in- 
clination of people throughout the West is to 
take a hopeful view of things. But this only 
means that we are recovering from the hard- 
ships of last year, that we are hoping the war 
will end before long and that with excellent 
crops we shall soon again be headed towards 
real and sustained prosperity. 


Byron W. Holt gives the following as 
“Causes of the Speculative Craze”: 


1. The speculative instinct has lain dormant 
for five or six years. 

2. The war, by disturbing credits, prices, ex- 
change rates, ocean rates, etc., opened great 
speculatfve opportunities. 

3. Fortunes were made by the advances in 
the prices of wheat, corn, horses, wool, meat 
products, etc. 

4. Fortunes were also made in the legitimate 
advances in the prices of some motor stocks, 
in Bethlehem Steel stock, etc. 

5. Some, if not most, of the advances in cop- 
per, zinc, sugar and rubber stocks were based 
upon increased earnings due to war orders. 

6. The present advance in equipment stocks 
is undoubtedly largely legitimate, for it is 
based upon immense ammunition orders— 
actual and prospective. 

7. Speculation did not take the form of a 
craze until the 100-point advance in the price 
of Bethlehem Steel stock had occurred. When 
this event occurred it suddenly dawned upon 
many who had idle money that they were 
missing great opportunities and that, after all, 
prosperity might be near at hand. It was at 
this point that wild and indiscriminate buying 
began. 

8. The present, somewhat dangerous mar- 
ket, is also, in our opinion, due scmewhat to 
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—Financial America. 





the fact that our new banking and currency 
law released more than $150,000,000 of our 
legal reserve and increased our potential bank 
credits by about $700,000,000. 

9. The present market advance—at least up 
to the present point—has not been displeasing 
to our financiers, the most of whom did not 
expect a great war and were well loaded with 


securities. 
* * * 


Repudiation of War 
Debts a Possibility. 


AN article by Theodore H. Price in the 
Outlook, entitled “Will Europe Re- 
pudiate Her War Debt?” has attracted 
considerable attention. The following 
quotations show his point of view: 


Bluntly stated, the question is, Will the peo- 
ple of Europe repudiate the debts now being 
incurred either from choice or necessity? 

In Europe the per capita indebtedness, if 
the war lasts only a year, will be nearly double 
that of the United States in 1869, and the 
average intelligence and wealth of the people 
is much lower. 

Can they support the burden of the debt now 
being created? 

If they cannot, what will be the effect upon 
the weal, and upon America in particular? 

It is to be borne in mind that if repudiation 
or default should take place there would be no 
destruction of accumulated wealth. The stock 
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UNCLE SAM’S OPPORTUNITY. 
—Wall St. Journal. 





of productive or unproductive things that a 
nation owns is not diminished if it fails to 
meet its obligations. No one can sue a sov- 
ereign state without its voluntary acquiescence. 
Non-payment of a national debt simply means 
that a certain portion of the world’s population 
is freed from the compulsion of being made 
to turn over part of its earnings to another 
portion who are thereby enabled to live with 
less effort. In this view of the matter default 
would not be an unmixed evil. The result 
would probably be higher wages for the work- 
ing classes and increased cost of production in 
Europe, so that America would have less to 
fear from the competition of transatlantic in- 
dustry. 

The default, if it occurs, will probably come 
about in much the same way as in the French 
Revolution. Fiat currency will be issued. It 
will be made a legal tender in payment of pub- 
lic and private debts, and will 1 gradually de- 
preciate in value so that the debt, instead of 
being amortized by direct taxation, will be 
absorbed in the diminished purchasing power 
of the money in use. 

This process has, in fact, already com- 
menced. Gold is at a premium of about 13 
per cent. in Germany, 11 per cent. in Italy, 5 
per cent. in France, and, although specie pay- 
ment is nominally maintained in England, the 
price of sterling exchange in New York means 
that it costs about 1% per cent. to convert 
British bank credits into gold. 

For their ability to continue fighting the 
belligerents are now largely oo, upon 
the things they can buy in the Western Hemi- 
sphere. For these things they can pay only 
by the negotiation of loans in this country. 
tf they further deplete their supply of gold, 
their whole credit fabric will topple. If, on 
the other hand, American bankers and in- 
vestors conclude that European promises to 
pay are no longer to be relied upon, European 
ability to buy here will be at an end and the 
war will stop. 


Victor Morawetz Doubts 
Immediate Prosperity. 


Victor MORAWETZ is a very keen 

student of economic conditions. His 
views, as expressed in a recent letter to 
the Times, are worthy of careful thought : 


The disarrangement of international trade 
and finance must continue as long as the war 
lasts, and is bound to cause great economic 
losses not only to the nations at war but also 
to the United States and other neutral na- 
tions. Years would be required to adjust in- 
ternational trade and finance to fit the new 
conditions caused by the war, and another re- 
adjustment would be required when normal 
conditions are restored upon the return of 
peace, 

Up to the present time the large balance of 
trade in favor of the United States has been 
paid by Europe, partly by liquidating floating 
debt due from the United States at the begin- 
ning of the war, partly by borrowing in the 
United States and partly by selling in the 
United States American securities held in 
Europe. The floating debt of the United 
States has now been satisfied. Although, no 
doubt, European countries will obtain some 
further credits in the United States, the 
amount of the credits which they can obtain 
probably will be wholly inadequate to satisfy 
a trade balance in favor of the United States 
at the current rate, if this should continue 
much longer. None of the countries of Eu- 
rope can afford to send any considerable 
amount of gold to the United States, as the 
gold held by their banks is necessary to sup- 
port the artificial credit structure now exist- 
ing in these countries. The currency of some 
of these countries already is practically irre- 
deemable paper at a discount, and the entire 
credit structure in every country, except the 
United States, is in a shaky conditjon. The 
export by ~ European country of a large 
amount of gold would be likely to bring on a 
general financial crash. Europe is not in a 
position to increase her exports of anything, 
except securities and existing works of art. 
It seems to follow that if the war continues 
the time must soon come when Europe either 
must diminish her purchases in the United 
States, or must sell back to the United States 
a much larger amount of American securities. 

If Europe should continue her large 
purchases in the United States and should 
increase the sale of American securities 
for that purpose, this would tend to in- 
crease the difficulty of raising capital in the 
United States for the development of new en- 
terprises and for the enlargement of the fa- 
cilities of our railroad companies and indus- 
trial concerns. 

For the above reasons it seems unlikely 
that there will be a general revival of enter- 
prise or expansion of business in the United 
States, or a healthy and lasting increase of 
security values during the continuance of the 
war. 
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MONEY, BANKING AND BUSINESS 


Business Gains Slowly 


Exchange Strengthened by Lusitania Disaster—No Change Prob- 
able in Money Rates 


the United States Steel Corpora- 

tion, said a few days ago: “Busi- 
ness conditions throughout the United 
States have shown a steady improve- 
ment since last December and the ac- 
celeration is quite marked just now. 
But this prosperity is not due in any 
large degree to war business. It is 
due to good crops, sound railroad con- 
ditions and general industrial better- 
ment.” 

If we turn to business statistics we 
find abundant confirmation of Mr. Far- 
rell’s statement. Last December build- 
ing permits for twenty leading cities 
were only a little more than half those 
for the two preceding Decembers ; for 
March they were at least 80 per cent. 
of normal, with prospect of further im- 
provement when the April figures are 
available. Last December the total 
bank clearings of the United States 
were $2,000,000,000 under 1913 and 
nearly $3,000,000,000 under 1912; for 
April they were slightly larger than in 
April, 1914, and, in fact, larger than 
any previous April. Outside New York 
City, however, the April clearings were 
2.4 per cent. below 1914 and less than 
any previous year back to 1911. The 
great speculative activity in New York 
during April swelled clearings at that 
point. 

Liabilities of failures have, on the 
other hand, shown little improvement. 
It is true that they were nearly $35,- 
000,000 last December and $50,000,000 
in January, while for March they fell 
to less than $27,000,000; but these 


Jo tre’ A. FARRELL, president of 


changes are due to the season of the 
year. Failures were large last Decem- 
ber and they are still large, though the 
figures are not so discouraging as 
those of January. 

Complete figures for railway earn- 
ings are always slow in coming out. 
The graphic on this page shows Feb- 
ruary operating income for all roads in 
the country as compared with previous 
Februaries. It will be noted that a 
marked improvement over 1914 is 
shown. For the month of April, 29 
roads show a decrease in gross earn- 
ings of 9 per cent. from last year. The 
decreases in gross, however, are in 
most cases being covered by reduced 
expenses, and March net earnings so 
far as given out bid fair to equal those 
of March, 1914. 

Sterling exchange has remained be- 
low 4.80, but was strengthened slightly 
by the sinking of the Lusitania, which 
is likely to have the effect of increasing 
rates for marine insurance and thus in- 
directly checking our exports. That 
influence has not yet had time, at this 
writing, to make itself felt to any 
great extent. Our export movement 
continues large and our balance of 
trade keeps piling up. Apparently ex- 
change rates must remain low, in spite 
of rather heavy sales of foreign se- 
curities during the recent strength on 
our stock exchange. 

The money market remains un- 
changed, with only trifling fluctuations 
probable for some time to come. Com- 
mercial paper has perhaps been a shade 
easier during the last two weeks, but 


‘TREND OF OPERATING INCOME PER MILE OF LINE FOR THE MONTH OF PEBRUARY 
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210 210 
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worth considering. Activity on the 
Stock Exchange has not affected the the banks. 














the difference is small as to be hardly money rate at New York, because of 
the super-abundant surplus held by 












































BUSINESS ‘‘LOOKING UP” 

















Activity In Stocks 


So GREAT has the interest in the stock market been that transactions in 

stocks to the New York Stock Exchange rolled up a total of 20,007,188 shares, 
the most active month on the Exchange since January, 1910. This figure com- 
pares with 7,844,860 in March of this year and 24,401,846 in January, 1910. 
It was the most active April since 1906 when 24,362,892 shares changed hands. 
There were seven days last month on which total transactions exceeded 1,000,000 
shares, the largest being 1,453,600 on the 19th. This was a record day since 
September 27, 1911, the day on which the government filed its suit against the 
U. S. Steel Corporation. 

The labor involved in taking care of the tremendous volume of business has 
resulted in many houses in the financial district staying open until way after 
midnight. Employees in most cases were rewarded with increased salaries and 
in many cases substantial bonuses were paid. One prominent commission house 
paid = employees a bonus equivalent to 25 per cent. of their salaries for the 
month. 





Kresge In Mail Order Business 


ONE EFFECT of the parcel post exploitation has been to encourage at least 
one of the big “Five and Ten” chains, the S. S. Kresge Company, to engage 

in the mail order business as well as the conduct of chains of low-priced depart- 
ment stores. This company has established mail order branches at Detroit, 
Oklahoma City, St. Paul, Minn., and Harrisburg, Pa. In its catalogue the 
concern frankly admits that the parcel post is the opening for its new venture. 
The catalogue contains 112 pages and is fully illustrated, showing a majority 

of the items listed, many of the illustrations being in half-tone from photo- 
phs of the articles. As a lure to get the customer to make large purchases, 
Se compere agrees to send certain articles making up a shipment free of postage. 
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Safety in Speculation 


Which Convertible Bonds to Buy and Why 


HERE are two seasons for the 
convertible bond, one when it 
moves with other bonds and pays 

a fair return on the capital invested, 
and the other when it reflects the im- 
proved position of the stock into 
which, by the nature of the contract, 
it may be transferred. The latter con- 
dition is now rapidly developing. 

As a rule convertible bonds are 
without mortgage equity. The rail- 
road issues bear 4, 4% and 5 per cent. 
interest principally with two notable 
exceptions, viz., the New York, New 
Haven and Hartford 6s of 1948 and 
the about to be issued New York Cen- 
tral Railroad 6s of 1935. Even when 
the convertible privilege is of no im- 
mediate value convertibles frequently 
sell at a premium over bonds of the 
same interest rate that outrank them. 
During periods of great speculative 
markets convertibles move quite con- 
sistently in sympathy with the stocks 
related to them. ' 

As I believe we are entering an era 
of great prosperity in the United 
States in which railroad credit will 
come back to the level from which it 
began to drop some years ago, it seems 
to be an opportune time to discuss the 
situation surrounding convertible 
bonds, for if railroad stocks are to con- 
tinue to rise convertible bonds cer- 
tainly will not stand still, however 
much the effect of huge issues of new 
securities by European countries on 
mortgage bonds may be. 

The convertible bond is primarily a 
speculation. Effort has been made in 
the more recent issues to give it a 
more substantial character as an in- 
ducement to _ stimulate subscription 
where stockholders were asked to 
raise needed capital. Thus the New 
York, New Haven and Hartford 6 per 


By CHARLES F. SPEARE 


cent. convertibles are protected by a 
clause that no mortgage shall be 
placed on the main line of the system 
between Woodlawn, N. Y., and Spring- 
field, Mass., or between New Haven, 
Conn., and Providence, R. I., except as 
the convertible bondholders’ share 
equally in the equity of the mortgage. 
This is why the convertibles have been 
selling at 110, while the non-dividend 
aying stock has been between 60 and 
0. The Chesapeake and Ohio 4% per 
cent. and the Baltimore and Ohio 4% 
per cent. convertibles similarly are en- 
titled to rank with any subsequent 
mortgage placed on the property. The 
Chicago, Milwaukee and St. Paul Rail- 
way went a step further last winter, 
when it brought out its 5 per cent. 
general and refunding bonds, for these 
were not only made convertible into 
common stock of the company, but 
they are immediately a general mort- 
gage and a direct lien on over 9,500 
miles of road as well as on terminals 
and equipment. 

From these citations it will be ob- 
served that the quality of the con- 
vertible bond is steadily improving. 

It is as a semi-investment, however, 
that convertibles must be approached 
in any serious discussion of them. For 
they are really a debenture, or of the 
standing of a preferred stock. Since 
they came into vogue in the days of 
E. H. Harriman no railroad with con- 
vertibles outstanding has gone into re- 
ceivership. Consequently the position 
of the convertible bondholder has not 
been tested. The alert buyer of a con- 
vertible takes his chances in profiting 
by the increased earnings and equities 
of the property into which he buys, 
and he limits his liability in some de- 
gree by selecting a fixed interest bear- 
ing obligation rather than a stock 




















whose dividends are paid from income 
after charges. Frequently buyers of 
convertibles sell the stock into which 
conversion may be made as a hedge, 
but this is a profitless operation in a 
period when general conditions seem 
to warrant a harmonious advance in 
stocks and speculative bonds. 

In 1904 the great movement in 
Union Pacific common stock, which 
carried it up 125 points in about two 
years, began. The 4 per cent. con- 
vertibles of 1911 were then at 94% and 
the stocks below 75. In 1906 the bonds 
sold at 160. On an investment basis 
their yield was only 2% per cent. Few 
persons, however, had made a purchase 
of them for the return alone. In 1909 
when Atchison common touched its 
highest price the 4 per cent. convert- 
ibles of the series of 1955 advanced 
from about par to 124. Erie convert- 
ible “A” went as high as 114 in 1906 
when the common stock was selling 
around 50. It may be interesting to 
the reader to show the present (May 
4) and past prices of some of the bet- 
ter known railroad convertibles, as 
well as the basis on which they are ex- 
changeable into stock. This informa- 
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In comparing the current prices of 
bonds and stocks of the Atchison, St. 
Paul, Norfolk and Western and for the 
Southern Pacific 5s, it will be seen that 
the conversion feature is an active 
one. The high figure of conversion 
placed on Southern Pacific 4s and 
Union Pacific 4s prohibits further con- 
version. With the New York Central 
the conversion privilege is not opera- 
tive until after May 1, 1917. Mean- 
while the holder of these bonds has a 
6 per cent. interest bearing obligation 
of a railroad whose credit ought to ma- 
terially improve in the next two or 
three years with earnings sufficient to 
increase the dividend to 6 per cent. 
Good judges of speculative bond op- 
portunities believe that the New York 
Central 6s will sell within a reasonable 
time on a 5% per cent. income basis. 

Some years ago industrial companies 
adopted the convertible bond as an in- 
strument for financing new capital re- 
quirements. Chief among them were 
a number of well-managed mining con- 
cerns. The history of these converti- 
bles has been remarkable. Nearly all 
have shown great appreciation in 
value. They are uniformly on a 6 per 





tion is contained in the table below: cent. interest bearing basis. Alaska 
Convertible Bonds. 
Present High Conversion Price of 
Price. Price. Price. Stock. 
Ss oi lca chawdedeuway 102 124 Par 102 
a SS Ee ee 102% 107% Par 102 
ER aw wgtndsw wieaaee wavs 87 97% 110 a 
Si TR circ cones newsbe castes 76 97% Par 46 
ee ee 99 107 Par 94 
AF BO OS ) Se err 104% 10334 Par 94 
ee eer *65 114 41% 28% 
RO ee er ee 69 87 60 28% 
A Se Oe ee 69 111% 150 66 
eS OR ee eee 111 146 Par 66 
ER a a a 103% 101% 105 90 
i se mete pee witd 105 107 Par 105 
ES Ee Ore rere 10314 118 Par 105 
ES EE eT eee 83% 107 130 92 
EE ES, ae eee 101% 10354 Par 92 
Union Pacific 4.........0eeeseeeeeee 91% 124% 175 133 
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Gold convertibles have advanced this 
year from 115 to 150, Inspiration Cop- 
per convertibles from 95 to 140%, Ray 
Consolidated Copper convertibles from 
about par to 130 and Mexican Petro- 
leum convertible 6s from 95 to 110. As 
a rule the industrial convertibles have 
mortgage value and therefore possess 
investment as well as speculative at- 
traction, while most of them have a 
cinking fund provision which is rarely 
found in any railroad bond. 

The Granby Mining Company, for 
instance, has just effected the sale of 
$2,000,000 convertible 6s, to which 
stockholders are entitled to subscribe, 
in which the sinking fund operates to 
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the rapid reduction in the amount of 
issue. It is based on a very conserva- 
tive estimate of gross earnings per 
annum, a certain percentage of which 
applies to the retirement fund. 

There will undoubtedly be a strong 
market for copper metal in the com- 
ing months, as domestic consumption 
is steadily increasing and, with the ad- 
vertisement copper securities have 
had, the copper convertibles, giving a 
satisfactory yield on capital, having 
strong equity in the mortgage factor 
and possessing the sinking fund, ought 
to be attractive to those who wish to 
participate in the appreciation of cop- 
per issues, but who want “safety first.” 





Opportunities in Listed Bonds 


By F. M. VAN WICKLEN 


Portland (Oregon) Railway Co. 
First & Refunding Mortgage 5% Bonds, 
Due 1930 


Yield at present price, about 54%. 


These bonds are among the better class of 
street railway securities and are regarded as 
a good conservative public service investment 
paying over 5%. They are a well-seasoned 
issue, enjoy a very steady market, having 
fluctuated within narrow limits over a long 
period, and are readily marketable. Although 
listed on the New York and Philadelphia 
Stock Exchanges, their principal market is 
outside of these exchanges and they are mainly 
dealt in over the counter. 

These bonds are now an underlying, closed 
mortgage of the Portland Railway, Light & 
Power Co., a consolidation of several proper- 
ties, including the Portland Railway Co., doing 
a street railway, electric - oy and power 
business in and about Portland, Oregon, and 
serving a population estimated at over 300,000. 

These bonds ($8,523,000) are secured by a 
mortgage on the greater part of the street 
railway system of Portland, being a first mort- 
gage on an important portion and subject on 
the remainder to a small issue of prior liens. 
They .are followed by $21,800,000 Refunding 
Mortgage 5% bonds, by $5,000,000 notes and 
by $25,000,000 capital stock of the Portland 
Railway, Light & Power Co. : 

Earnings of the Portland Railway Co., which 
is the property covered by these bonds, have 
been very substantial over a long period of 
years. Recent earnings have, however, shown 


a falling off, due largely to the advent of 
jitney competition which has been especially 
severe in Portland. This competition has ‘evi- 
dently run its course due to the ordinance 
regulating jitneys which went into effect in 
Portland on May 2. In addition to license 
fees, examination of drivers and designated 
routes, this ordinance provides that regular 
schedules must be maintained by jitney busses. 
That is to say, they must traverse their pre- 
scribed routes at regular stated intervals 
whether carrying passengers or not. This is 
probably a fatal blow to jitneys. 

The Portland Railway Co. 5’s usually sell at 
a price above par, but owing to conditions 
above mentioned may be purchased in small 
amounts at present around 97% to 98. They 
occupy a position in the Portland Railway, 
Light & Power Co. structure that is well-nigh 
impregnable, which accounts for the high 
estimation of their worth in the minds of in- 
stitutions and investors and also for the 
meagre floating supply usually available. 





Kansas City Southern Railway Co. 


Refunding & Improvement Mortgage 
5% Bonds, Due 1950 


Yield at present price, about 5%%. 

This issue of $16,750,000 bonds covers all the 
property of the Kansas City. Southern sub- 
ject to a closed issue of $30,000,000 prior lien 
3% bonds. They are followed by $21,000,000 
preferred and 000,000 common stock hav- 
ing a present market value of about $20,000,000. 
The total authorized amount of these bonds is 
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$21,000,000 so that there remain only $4,250,000 
to be issued in the future. 

The Kansas City Southern has reported for 
the past five years net earnings, after pay- 
ment of all prior charges, applicable to the 
interest on these bonds, averaging $2, 
per annum, or about two and one-half times 
the present interest charges on these bonds 
of approximately $800,000. 

The Kansas City Southern is one of the 
roads which are in a position to benefit 
materially from the Panama Canal opening. 
It is splendidly situated to receive traffic via 
the Canal being the shortest road between 
Kansas City and Port Arthur on the Gulf of 
Mexico. At Port Arthur, which is one of the 
largest and most important points on the Gulf, 
the Kansas City Southern owns extensive ter- 
minal property, located at deep water, includ- 
ing wharves, warehouses, etc. 

The Kansas City Southern has for some 
years been at work improving its property, 
and it is officially stated that the road is in 
first-class condition. 

These 5% bonds have sold as high as 103 
and represent one of the most attractive issues 
of junior securities on the Stock Exchange 
list. 





Third Avenue (N. Y.) R. R. Co. 


Adjustment Income Mortgage5% Bonds, 
Due 1960 


‘Yield at present price, about 614%. 


Although this is more or less a speculative 
issue, yet it has many features which com- 
mend it to the attention of investors. 

The bonds are a mortgage on the Third 
Avenue Railroad property, subject to prior 
liens. Interest is payable only if earned, but 
is cumulative. The bonds were issued in 
reorganization a few years ago and full in- 
terest has been paid on them since April, 1913. 

Their position in relation to earnings is per- 
haps the most essential point to be considered 
and they seem to be well protected in this 
respect. The company, for the year ended 
June 30, 1914, reported net earnings of 


$3,196,612. Prior charges amounted to 
$1,443,506 nage $1,753,106 applicable to in- 
terest charges of $1,126,800 on these Adijust- 
ment 5’s or about 8%. Current earnings com- 
pare favorably with those of last year, gross 
for the nine months ended March 31, 1915, 
showing an increase of $91,428 and net an 
increase of $144,863 

The conservative management of this prop- 
erty is also an element of strength for its 
bondholders. Instead of paying dividends, the 
management has used surplus earnings in 
building up the property. There has also been 
accumulated out of earnings a special re- 
serve fund for depreciation and property re- 
newals amounting on June 30, 1914, to up- 
wards of $1,150,000. 

President Whitridge has also stated that no 
additional bonds should be issued by the com- 
pany except for the acquisition of entirely 
new property which will earn rather more than 
legal interest on the par value of the bonds 
issued to acquire it. In other words, it is the 
policy of the management to finance ordinary 
needs from earnings and that when it becomes 
necessary to increase the bond debt, such in- 
crease shall represent additional property 
capable of paying its way. 

The stockholders of the company have been 
clamoring for some time for dividends and 
in response President Whitridge appointed a 
special committee of stockholders to investi- 
gate the company’s affairs. The report sub- 
mitted by this committee was to the effect 
that the property was in a most commendable 
state and the commencement of dividends was 
recommended. The stock amounts. to 
$16,500,000 having a current market value of 
about $49 per share. 

There seems little doubt as to the company’s 
ability to continue to earn and to pay full 5% 
interest on its Adjustment bonds. Competition 
from jitneys to any appreciable extent is re- 
mote, the remarks concerning this feature con- 
tained in the article on the New York Rail- 
ways Refunding 4% bonds being applicable 
here also. 

These Third Avenue bonds, as well as the 
New York Railways 4's, are free of all per- 
sonal taxation in New York State. . 
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A Call on Bethlehem 


THE OLD ADAGE, “nothing risked nothing gained” may be truly applied 

to the market for the “put-and-call” option. While the stock market is 
quiet there is a scarcity of options because in one sense a put or a call is in- 
surance and consequently the demand for protection is small. During such 
times options may be bought for a song right up against current market 
quotations. 

Reports have been current of enormous profits to the lucky few who took 
options on Bethlehem Steel before it crossed 50. One such was Humberto Costa, 
once of Argentina, now well known in Paris, London and New York, according 
to the Wall Street Journal. He has made a killing in a call on 500 shares of 
Bethleheni Steel common. Mr. Costa got his call below 55 for a paltry sum. 

He exercised his option somewhere around 150, and while Mr. Costa will not 
tell the exact figure his friends say his profits are estimated up to ,000. 

One of the interesting features of this transaction is that Mr. Costa secured 
his call, from a speculator who has been one of the largest winners on the bull 
side of Bethlehem Steel. 
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DEFINITE INVESTMENT SUGGESTIONS 


What I WouldDo With$500 


By FREDERICK LOWNHAUPT 





The following is the first of a series of short articles on the investment of a 
definite amount of money. The second will take up $1000, the third $2500, 
etc., up to $25,000. The numerous inquiries that have come to the writer's 
desk asking for suggestions along these lines have prompted him to discuss 
the subject with persons in the positions mentioned. Their points of view 
have made it seem worth while to broaden the scope of the answers in this form 





If I Were a Business Man 





and had this amount of money to in- 
vest, I would be in a position to accept 
and expect a little more income than 
some one else less favorably placed. I 
would have a business paying me each 
year a salary or drawing account for 
living as well as a surplus for other 
purposes. This surplus I might want 
to turn back into the business in part; 
or I might want to create something 
like a reserve in the form of securities 
(which I could sell easily), should I 
need additional capital in my business, 
or collateral to pledge for borrowed 
money. 

If I wanted to put the surplus into 
securities, I could get as high as 6 per 
cent. income on my investment and 
feel that I had not gone beyond the 
bounds of prudence. I could therefore 
look among high grade stocks or me- 
dium grade bonds. Many a bond yield- 
ing 6 per cent., particularly of the utili- 
ties class, is called medium grade al- 
though it is essentially a little better 
than this. 

As a matter of fact, if I happened to 
want to put the money into securities 
at times when stocks were very low in 
price I could get more than 6 per cent. 

I could break this $500 into pieces 
for investment, but because it is so 
small an amount I would be inclined 
to buy either a single bond of $500 de- 
nomination or else all stocks. How- 
ever, many bonds suited to my purpose 
would cost me less than $500, leaving 
me almost or actually enough to buy 
one share of good stock with the re- 


mainder. Getting down to cases, | 
would pick out my bond and stocks 
from among the following: 
Bonds. 

Denver & Rio Grande Ist 4s, 1936. 

Mobile & Ohio 4s, 1938. 

Third Ave R. R. 4s, 1960. 

Montana Power Co.'s 5s, 1943. 

Lackawanna Steel 5s, 1923. 


Stocks. 
Atchison. 
Delaware & Hudson. 
Great Northern Pfd. 
New York Central. 
Northern Pacific. 


If I Were a Professional Man 


and situated like most men of this 
class who have not the time to think 
or study investment, which is a busi- 
ness in itself, I would hand myself over 
to a reputable banking house and give 
them the authority to make invest- 
ments befitting my position. 

Having a good income and a fair 
surplus every year I would give the 
bankers the privilege of putting my 
money into a diversified list of securi- 
ties such as a business man would se- 
lect. Of course, in this instance $500 
does not go very far. I should ask the 
house to keep a fair equilibrium be- 
tween safety, marketability and in- 
come because there are times in a pro- 
fessional man’s business such a mine- 
engineeritig, when business is not so 
profitable and one wants to realize on 
securities for possible business ventures 
or for working capital. 

Having relieved myself of the active 
care of selecting the securities, I 
should, however, ask my bankers to 
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report to me from time to time the 
situation in the companies in which I 
had invested. I would ask them to 
give me plenty of information with 
their opinion, so 1 would have a gen- 
eral idea of how I stood. I might be 
able to form a judgment in some cases 
as to whether | wanted to retain cer- 
tain securities or not. 

But if I did not hand myself over to 
the bankers I would take the circulars 
of offerings issued by several of the 
best houses and pick from them a list 
of securities well diversified in kind 
and yielding not more than 5% per 
cent. income. Basing my faith on the 
house I would be satisfied that I had 
done the best thing possible. Using 
only $500 this time, I could hardly pick 
more than one bond of that denomina- 
tion. If the bond cost a little less than 
this amount, the remaining cash would 
go back into the bank for future in- 
vestment. Having a few such circu- 
lars before me, | would pick from 
among the following bonds: 


Pacific Gas and Elec. Gs... .....cccceces 1931 
Kings Co. Elec. Lt. and Pr. 6s......... 1925 
I SOG ERS. cha caseeseveeeseed 1942 
ET EE SD in dncednederqeatcuccn 1928 
Col. & So. Ref. 4s ie ius meewweind ne 1935 


ae Were a a Clerk 


and had some real chance of advance- 
ment I would consider myself in the 
class of a business man and put my 
$500 out in a way that would net me 
more than savings bank interest. Sav- 
ings bank interest is for the one who 
has no business training, no time nor 
inclination to learn investments, and 
no likelihood of substantial increase in 
salary or income. 

But as I have all these, I can get a 
little beyond the border of maximum 
safety and just tinge my investment 
with a little risk; that is, a business 
man’s risk. But since business men 
take various degrees of risk, I would 
keep the amount of risk in my invest- 
ment rather low for the outset and 
then as I progressed in my study of 
investments and in income I would in- 
crease it little by little up to a point 
where I could get at least 6 per cent 
on my money. When I became quite 


well educated in investment science | 
would go in for increasing it still fur- 
ther by trading in the high class se- 
curities occasionally, thus raising my 
income possibly another per cent. 

For the beginning, however, I would 
take only a business man’s position in 
investment and would therefore hold 
either one $500 bond yielding me some- 
what over 5 per cent. or I would buy 
some of the highest grade stocks, 
stocks which have a long dividend rec- 
ord and are protected by a company 
with established position and earning 
power. I rather prefer the railroad 
stocks because I can get so much in- 
formation about them for study, which 
enables me to draw my own conclu- 
sions and use my own judgment. 

I would pick from among the follow- 
ing bonds and stocks: 

Bonds. 

Montana Pr. Co. 5s, 1943. 

New Y., N. H. & H. deb. 6s, 1948. 

Virginia Ry. 5s, 1962. 

Lack. Steel 5s, 1950. 

Stocks. 

Kansas City So. Pfd. 

Baltimore & Ohio Com. 

New York Central. 


Southern Pacific. 
United States Steel Pfd. 


If I Were a Laborer 


earning say fourteen dollars a w eek, I 
would have the hardest kind of a prob- 
lem to know what to do with my $500, 
because I would want to get as much 
income on my money as possible and 
yet I would be wrestling with the dif- 
ficulty of getting, at the same time, as 
great safety as possible. After all, I 
would have to settle on the way that 
would be as near absolute safety as 
possible. 

My first inclination would be to go 
to the savings bank, where I would get 
3% per cent. or 4 per cent. I know 
that would be a very safe course, espe- 
cially if the savings bank were in New 
York State, because the laws of that 
State are very strict with the way sav- 
ings banks may handle their deposits. 

I know I would get great safety in 
this way. But since I have read a little 
about investments, I have come to the 
conclusion that I can buy some bonds 
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that are extremely high class and pos- 
sibly as safe as the savings banks 
themselves. As a matter of fact, the 
savings banks buy these very bonds 
themselves, getting the difference be- 
tween what I receive and the addi- 
tional income on the bonds. Of course, 
I understand that these very high- 
grade bonds have little declines in 
price. But if I bought for investment 
that would not affect me because they 
rise again. 

I could buy United States Govern- 
ment bonds, but the income would be 
less than what the savings bank pays; 
so they are out of the question. I must 
therefore buy municipal or the high- 
est grade railroad bonds, where I can 
get somewhat over 4 per cent. 

I will let my investment bankers pick 
out the issues since there are quite a few 
open to selection. 


If I Were a Widow 


and in the position of the average 
woman without the least knowledge of 
finance and investments, I believe the 
best thing I could do with $500 would 
be to put it into the savings bank 
where the rate of interest is 4 per cent. 
Absolute safety being the chief thing 
about which I should concern myself, 
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the nearest to it I could get would be 
to have my money in the keeping of 
such an institution. Here the risk of 
its investments is very widely dis- 
tributed and the law forbids the bank 
to buy anything but high grade invest- 
ments, and, furthermore, the bank has 
a good surplus to protect through 
good and bad times. 

But if I were to invest the $500 in 
securities, the next best thing I think 
I could do would be to put the money 
into such securities as are prescribed 
as proper and safe for these savings 
banks. To be sure, I would not have a 
strong and safe institution to fall back 
on, and I realize I might have to ac- 
cept a little less than I paid for the 
bonds if I happened to want to sell my 
securities at certain times. What | 
would do, however, is have some repu- 
table banking house pick out the prop- 
er bonds which they would consider as 
meeting the conditions. But if I were 
to pick for myself I would take the list 
furnished by the State Bank Depart- 
ment, showing what bonds the savings 
banks could buy and get the following 
issue in a $500 denomination. The 
odd change, so to speak, I would put 
into the savings bank. 

Nor. & West. Ist con. 4s, 1996, 





Bond Market Topics 


Roaring Markets But New Issues Not 
Heavy 


One of the anomalies of the situation of 
the past few weeks that has quite escaped 
the attention of most observers is the ab- 
sence of an abnormal amount of new 
financing—or at least, strictly new issues. 

The stock market has been going on high 
speed for six weeks, and during that time 
we have also had one or two big bursts of 
activity in the bond list. The tremendous 
ease in money is apparent. What has been 
the situation notwithstanding these facts? 
It has been this: That the month of April 
was a fairly big month in new issues, twice 
as big as March in fact, but not so big as 
either January or February. February was 
more than half as big again, which may ac- 
count for the slackening off in March; but 
with the conditions in the security markets 
it would be natural to expect a big month 
in April. 





While there has been big business in 
bonds, in that department the tendency has 
been to buy the older issues which had 
fallen to quotations below their real worth. 
And also we have had to take a lot of such 
bonds off Europe’s hands. This seemingly 
explains the absence of tremendous amounts 
of real new issues. 

Certainly with money conditions as they 
are, there would be every incentive to issue 
new securities, although over against this 
two things must be considered. One is 
that prices are not yet high enough per- 
chance to suit the corporation heads and 
their bankers, and the other that the slack- 
ness in business has not demanded addi- 
tional capital. 

The way things are working out, it looks 
as if there would be a most propitious time for 
the corporations in the months to come, 
when all at the same time there will be 
high prices for securities, ease in money 


«and the corporations will need money. 
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Are We on the Start of a Big Rise 
in Bonds 


Everybody believes that we are on the 
eve of a big rise in stocks. Many people 
are drawing parallels between the position 
of stocks now and early in 1908. Ofcourse 
they know the situation then was built upon 
very different considerations than now. 
Then the market had been brought low by 
a money panic. Now it is not so very far 
from a low point because of general busi- 
ness depression, political fears and the war 
abroad. 

So far as the position of security prices 
on the average is concerned, we seem to be 
in very much the same place that we were 
in the early months of 1908, both with re- 
spect to stocks and bonds. If that means 
that the ensuing months are going to do 
for the market in bonds what happened ia 
1909, we are in for a big rise in prices. 





The investment world should do a little 
thinking about this. If we are to have this 
rise it will mean from 8 to 16 points on 
many of the standard listed bonds. It will 
mean an average rise of about 13% points 
to the top of the market. This amount of 
appreciation over a group of bonds means 
a tremendous profit for the wise investor. 

Over against this possibility are put opin- 
ions like this: That the tremendous creation 
of war debts will cause a higher price for 
capital, which will in turn keep standard 
bonds down or else drive them down in 
price. But there are several arguments that 
could be brought against this reasoning. 
The bond men are weighing each. One 
thing is certain that in this country we are 
in for a very easy money market for some 
time to come. And the corollary of this is 
generally an advancing tendency in bond 
prices. 





WRITE FOR THESE BOOKLETS 


Current Investment Literature 


Available for distribution to investors on request, accompanied by mention of 


The Magazine 


PAMPHLETS 


An Act to Amend the Tax Law. A re- 
print of this act which went into effect May 1 
in New York State and which bears on the 
matter of secured debts. Sidney Spitzer & Co., 
115 Broadway. 





_Income. A monthly brochure discussing 
live topics of interest to the investor. For 
April it takes up, among other things, the 
question “What is a fair rate of interest.” 
Has particular reference to bonds secured 
on commercial paper. Commercial Security 
Co., 437 Fifth avenue, New York. 





Savings Banks Bonds. A carefully com- 
piled list of bonds considered legal for sav- 
ings banks by the banking departments of 
New York, Connecticut, Massachusetts and 
Vermont. N. W. Halsey & Co., 49 Wall 
street, New York. 


Self-Propagating Business. A group of 
small booklets giving the various phases of 
business like the ten cent stores. A live 
discussion of their growth, evolution and 
resent position. Charles E. Merrill & Co.., 

Wall street, New York. 





Municipal Bonds as Popular Investments. 
A very comprehensive treatise in small 
compass of the position of this class of 





of Wall Street 


bonds as applied to the requirements of the 
average investor. Harris, Forbes & Co., 
Pine and William streets, New York. 





Bond Topics. A monthly brochure on 
live topics in the investment world and of 
interest to the average investor. Has a 
good deal of information on Public Utility 
bonds in interesting form, A. H. Bickmore 
& Co., 111 Broadway, New York. 





New York Central Railroad Co. Invest- 
ment Book No. 3. One of a series of very 
carefully prepared studies of various prop- 
erties giving a thorough and reliable esti- 
mate of the value of securities on these 
properties, based upon much valuable data. 
Harvey Fisk & Sons, Cedar street, New 
York. 





Observations on Pacific Gas & Electric. 
A very complete study of this large utility 
company indicating its present position and 
the investment value of its securities. John 
Nickerson, Jr., New York. 





Why Public Utilities Pay the Best Rates 
to Investors, While Affording Maximum 
Safety. A presentation and explanation of 
the unusual investment advantages inherent 
in this class of investment. An educational 
booklet. William P. Bonbright & Co., 14 
Wall street, New York. 
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Public Utilities 


Courts Struggling With Jitney Question—The 


General 


HERE is probably no specialized field 
in finance as the field of public serv- 
ice that offers at the moment such a 
variety of conditions. There are condi- 
tions without number, and problems also. 
The reason is that so much of local color 
enters into each situation. Down South, 
for instance, because of the poor condi- 
tions in the cotton trade over the past 
few months the utilities have been feel- 
ing it. People have had their incomes 
cut down and so have traveled less. 

Out West, principally along the Pa- 
cific Coast, the so-called jitney bus craze 
has been rampant. And all over the 
country innumerable questions affecting 
regulation of public service corporations 
are being threshed out. 

As to the jitney craze, it should be 
said that in some places it has worked 
appreciable harm to the local traction 
lines. It is principally where the city is 
scattered and the scattered avenues of 
traffic offer a good field for these roam- 
ing carriers. In a city like New York, 
where the haul is long and the conges- 
tion great, no substantial harm could be 
worked, especially when the under- 
ground railways running through the 
city lengthwise are completed. In the 
finely paved and level cities of the Mid- 
dle West and Pacific Coast the harm is 
being felt. As a concomitant to this sit- 
uation opposition is strong against this 
form of transportation and the deter- 
mined efforts being made to regulate 
them are creating a battle in many a 
place. The mills of the courts are busy 
with questions arising out of the 
struggle. 

* + 

In another year or two substantial 
progress will have been made toward 
standardizing powers of commissions 
and laws of the various states. At least 
through intercourse these commissions 


Outlook 
are rapidly learning each others’ prob- 
lems and views, which in itself tends to 
unify opinions and standardize utility 
knowledge. 

With the opening of spring through- 
out the country the outlook for utilities 
generally is good. Many of the com- 
panies are reporting improvement in 
earnings. Although utility companies 
are not highly sensitive to general con- 
ditions, they nevertheless feel it more 
or less. Over the past two years, in 
spots of the country, utilities have been 
markedly affected in earnings. There is 
now somewhat of a revival in business, 
which is being reflected. 

* * * 

In spots, special conditions are work- 
ing greatly to the advantage of com- 
panies. The San Francisco exhibition 
helps the street railways there greatly. 
Out in the copper mine district the 
power companies are selling much more 
power because the mines are running 
nearly full. In various parts of the 
country this summer street railway and 
interurban roads will prosper more be- 
cause the tide of travel abroad is 
stemmed for this year. 

The utility field is growing tremen- 
dously. Certain tendencies are spread- 
ing in marked fashion. They are ten- 
dencies of consolidation and toward 
efficiency. The holding company is do- 
ing this. It centralizes control and re- 
duces operating expenses. It makes for 
efficiency of management. Many of 
these organizations are increasing divi- 
dends and others are beginning them. 
The next two years should see still fur- 
ther advances in this line adding a sub- 
stantial layer of solid worth to manv 
utility investments and bring the level 
of the whole field of such investments 
close to the level of good railroad bonds 
and above that of many industrial issues. 
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Pacific Gas & Electric 


Rapid Growth of Recent Earnings—New Financing 


_ ‘By WILLIAM T. CONNORS ~ 


HE two diagrams which accom- 
pany this article show an ap- 
parent anomaly in the position 

of the Pacific Gas & Electric Com- 
pany. Gross earnings have mounted 
steadily and rapidly, and net earnings 
have not only grown constantly, but 
have shown a rapid increase in the 
rate of growth, ending with a really 
astonishing jump for the year 1914. 
Yet the earnings on the preferred 
stock fell from 24% per cent. in 1909 
to 12% per cent. in 1913. The 1914 
earnings are not justly comparable 
with previous years because the 
amount of preferred stock outstanding 
has been more than doubled. 

The apparent contradiction between 
earnings expressed in dollars and as 
measured in per cent. on the stocks 
makes the present position of the com- 
pany’s securities of peculiar interest. 

The operations of the Pacific Gas & 
Electric Company extend into 30 coun- 
ties of the State of California, having 
an area of 37,775 square miles and a 
population (1910 census) of 1,325,637, 
or approximately 55 per cent. of the 
population of the entire state. The 
company’s business field embraces the 
populous San Francisco Bay section 
and the fertile Sacramento and San 
Joaquin Valleys, including the cities of 
San Francisco, Oakland, Sacramento, 
San Jose and 173 other communities. 

The company has electric power 
plants with total generating capacity 
of 230,576 h. p., of which 121,059 h. p. 
is hydro-electric. It owns and oper- 
ates 42 miles of street railway track in 
Sacramento. Its gas department has 
2,516 miles of mains. 

It is, in fact, the predominating pub- 
lic utility corporation of the Pacific 
coast, and is one of the five largest 
public utilities in the country. Some 
of the constituent companies date back 
to 1895. The consolidation was effect- 


ed in 1905, and since that date the 
growth of the company has been rapid. 

In 1911 a valuation of the properties 
was made by a well-known engineer- 
ing firm, and if property acquired since 
is figured at cost price, a present valu- 
ation of $110,000,000 is arrived at. De- 
ducting bonds and preferred stock at 
par, this leaves a property value of 
about $37.50 per share for the common 
stock. 

FRANCHISES. 


By a decision of the Supreme Court 
of the United States handed down in 
1914, the franchises, under which the 
cities and towns of California have 
been supplied with either light or 
water prior to October 10, 1911, are 
perpetual and cannot be amended or 
abridged in any way by subsequent 
legislation. This decision affected all 
the municipal franchises of this com- 
pany and placed it in an exceptionally 
strong position in regard to this im- 
portant factor in its business. 

A recent decision of the California 
Railroad Commission has, to a great 
extent, safeguarded the company from 
competition. In that state the Rail- 
road Commission also has supervision 
over public utilities. It has announced 
as its settled policy that, where the 
rates of a public utility company are 
reasonable and its service adequate, it 
will not permit the formation of com- 
peting companies. 

This is, in fact, coming to be recog- 
nized as sound policy almost all over 
the country. Regulation is taking the 
place of destructive competition, to the 
decided advantage of the investor as 
well as of the general public. 

That being the case, the next ques- 
tions is, “To what sort of regulation will 
the company be subjected?” An answer 
to this is found in a recent case before 
the commission, in which it was de- 
cided that Pacific Gas & Electric 
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should be allowed to establish rates in 
the town of Antioch estimated to yield 
a return of eight per cent. on the prop- 
erty involved. This relatively high 
rate of return is due, of course, to the 
fact that interest rates in general on 
the Pacific coast are higher than in the 
East—a fact of considerable signifi- 
cance to investors in sound properties 
located in that section. 

An important source of revenue for 
this company, not usually available to 
public utilities, is the sale of electricity 
for pumping water used in irrigation. 
The revenue now derived from this 
source is about $500,000 a year, and 
this branch of the business is still only 
in the development stage. There are 
7,000,000 acres of land in the company’s 
territory which can be reclaimed by 
irrigation and at present only 300,000 
are actually irrigated. A great en- 
largement of this class of business is 
expected with the growth of the state. 

The organization and management 
of the company are generally consid- 
ered sound as well as progressive. The 
president, F. G. Drum, was for years 
the directing power behind Pacific 
Telephone & Telegraph, and is. still 
connected with that business. He is 
also identified with several San Fran- 
cisco banks and with the Associated 
Oil Company. 

MAINTENANCE AND RESERVES. 

When we come to the question of 
maintenance and reserves, we begin to 
find the reason, in part, for the falling 
off in per cent. earned on the stocks 
from 1909 to 1913. The company re- 
ports that for the past eight years ex- 
penditures for maintenance have aver- 
aged ‘about $1,250,000 per year, which 
is estimated at 1% per cent. of the 
value of the property. This is appa- 
rently adequate to keep the various 
properties in good condition. 

In addition to the above charge for 
maintenance, between $600,000 and 


$700,000 a year is spent for “replace- 
ments and repairs,” for which purpose 
the company has established a depre- 
ciation reserve. It is expected that this 
charge will be about $1,000,000 a year 
hereafter. 


There is also a sinking fund 
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charge of $600,000 a year, but the com- 
mission has granted the company the 
privilege of taking care of’this by the 
issue of common stock annually. 

During the last eight years the funded 
debt has been reduced about $5,000,000 
through sinking fund payments. 

Up to June, 1914, the company had 
outstanding $10,000,000 preferred stock, 
6 per cent. cumulative, on which the 
dividend had been paid regularly, and 
$32,109,000 common stock. The com- 
mon paid five dividends of 1% per cent. 
each in 1912 and 1913, then the divi- 
dends were discontinued in order to 
build up the sinking fund and reserves. 

In June, 1914, the stockholders au- 
thorized a new financial plan, designed 
to clear up the floating debt and to 
strengthen the general financial struc- 
ture of the corporation. This plan in- 
cluded the reduction of the amount of 
common stock authorized—not issued— 
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from $100,000,000 to $50,000,000 and an 
authorized issue of $50,000,000 first pre- 
ferred, 6 per cent. cumulative, to take 
precedence over the old preferred, which 
now becomes a second preferred with 
right to exchange after July 1, 1916, for 
new first preferred on a basis of 1.025 
shares of new for one share of old. Of 
the $50,000,000 new first preferred, $12,- 
500,000 was offered to stockholders at 
82%. Nearly $10,000,000 of this amount 
has been sold and the company announce 
that the remainder will be placed on the 
Pacific coast in the territory served. 
This leaves the company in the follow- 
ing position for future financing: 
Authorized Outstanding 
Gen. mtg. 5% bonds.. $150,000,000 $24,986,000 
Pref. stock 60,000,000 22,500,000 
Common stock ....... 100,000,000 32,109,300 
It will be seen that authorized issues 
provide for very great future expansion. 
None of these securities can be issued, 
however, without the approval of the 
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California Railroad Commission and 
that approval cannot be obtained unless 
the securities to be issued have back of 
them actual property acquired or con- 
structed. 


EARNINGS. 


Turning to the graphic of earnings on 
the stocks, the slight falling off in earn- 
ings on the preferred in 1910 and 1911 
was due to the natural growth of fixed 
charges connected with the development 
of the property. The further decline in 
1912 was due to growth of fixed charges 
and also to an increase in operating ex- 
penses and taxes. The sharp drop in 
earnings on the preferred in 1913 was 
chiefly due to the charging off of the 
sum of $1,462,000 to depreciation re- 
serve. In 1914, however, although about 
$1,450,000 was charged to replacements 
and sinking fund, the per cent. on the 
stock would nevertheless have risen to 
its former plane if it had not been that 
$22,500,000 preferred stock is now out- 
standing (or soon will be) against only 
$10,000,000 in the previous years. 

Coming to the common stock, the drop 
in the per cent. earned in 1911 was due 
to the fact that a common stock dividend 
of 50 per cent. of their holdings was paid 
to owners of that stock, thus increasing 
the amount outstanding. The further 
declines in 1912 and 1913 have been ex- 
plained above under the preferred stock. 
But for 1914 an increase was shown even 
on the new basis of capitalization, no in- 
crease having been made in the amount 
of common outstanding. 

The very sharp increases in net earn- 
ings shown for the years 1913 and 1914 
were especially gratifying, in view of the 
comparative dullness of general business 
in both those years. But it was not until 
1914 that this increase began to be car- 
ried forward to surplus, because of the ° 
reserve and depreciation charges men- 
tioned above. For 1914 a really phe- 
nomenal jump occurred in the surplus 
for dividends. 

In general it is to be said that the com- 
pany’s new financial arrangements, with 
the adequate reserves and depreciation 
funds now established, place its securi- 
ties in a favorable position. The close 
supervision exercised over it by the Cali- 
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fornia Commission is a source of assur- 
ance for investors. 

No extraordinary expenditures seem 
likely to be needed in the early future 
and no plans for more than the usual 
amount of extension into new fields are 
now under consideration. The preferred 
stock, now selling at about 83, has 
every appearance of a safe dividend- 
paying investment. The common 
stock at 48 has excellent speculative 


possibilities. The natural stability of 
public utility earnings—especially dem- 
onstrated by this company during the 
last two years—works especially to the 
advantage of the common stockholder. 
The company has applied to the com- 
mission for permission to pay a dividend 
not exceeding six per cent. on the com- 
mon stock. If the permission is granted 
it is likely that the dividend may be de- 
clared in stock rather than in cash. 





PRACTICAL POINTERS FOR YOU 


Practical Talks to Investors 


XIX—Common Sense in Buying Securities 


By FREDERICK LOWNHAUPT 


TRANGE to say, the ordinary brand 
of common sense such as would tell 
you not to put your finger on a hot 

stove because it would be burned is 
greatly lacking among investors. If 
you doubt this statement, study the 
following as an example of numerous 
inquiries that come to the magazine. 
Says a middle-aged man, “I have saved 
a little money for a number of years 
and now wish to invest it in some rea- 
sonably good mining stocks. Will you 
name a few?” . 

Picture this man. Living in an out- 
of-the-way place, saving a few dollars 
out of a life of frugal living, knowing 
almost nothing of finance and invest- 
ment, and then after having accumu- 
lated a small competence wanting to 
buy mining stocks. Above all things 
mining stocks. Note his word—invest. 
Might as well give a baby a loaded 
pistol to play with and expect perfect 
safety as to make such a move as he 
wanted to do. 

But he is no worse than those who 
want to speculate in a ten-point mar- 
gin in a stock that jumps ten to twenty 
points in a few days, than those who 
send their money to people of whom 
they know nothing but who advertise 
splendidly, than those who buy very 
low-priced stocks eagerly because they 
are cheap (as they think), or than the 





man who wanted to buy 5 per cent. in- 
come bonds selling around 40 if they 
could be considered a safe security. 

These are not manufactured cases. 
They are real live ones. Dozens more 
could be named. All of which goes to 
show that among investors there is 
lacking a lot of common sense in in- 
vestment. People will spend twenty 
years in their own business learning its 
detail and developing it to a science, 
yet they will put their money into se- 
curities—we are not saying invest 
since we don’t like the word applied in 
that way—good, bad and indifferent, 
with no investigation, no study and no 
experience in the art of investing. 

It may be one of the phenomena of 
the human mind, but it’s there never- 
theless—this thoroughly foolish way 
of handling money. Of course a good 
deal of loss results from cupidity. Peo- 
ple want inordinately big profits or 
income, but enormous amounts of 
money are lost for no reason than that 
the loser did not use a thimbleful of 
common sense. 

A good lot of common sense in in- 
vestment would save the Government 
a lot of money in running down the 
frauds, it would save many a victim 
from the crooked stock jobber, and 
many a bank account. 
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What An Investor Should Know 
Regarding a Public Utility 





TERRITORY 


Location of operating property. 

Natural resources of surrounding territory. 

Facilities and character of local industries. 

Whether the industries established in the territory are stable or speculative. 
Growth in population. 

Chances for competition. 


REGULATION 
Attitude of commissions. 


Protection of existing and future investments. 


OPERATION 


Gross earnings, operating expenses, net earnings, taxes, interest charges for a period 


of years. 
If a holding company, earnings should be reported in a consolidated statement, and 
there should be a detailed statement of earnings of all the subsidiaries. 


CAPITALIZATION 


Balance sheet showing liabilities and assets, and, in the case of holding companies, a 
consolidated balance sheet to show especially the assets and liabilities of sub- 
sidiaries. 


BONDS 


The usual fundamental terms of the mortgage, showing property secured, sinking 
or improvement funds, rate of interest, provisions as to income tax, market 
value of securities junior to the bonds. 

Terms under which additional bonds can be issued. 


DIVIDENDS PAID 


Record of rates over a series of years. 


RANGE OF PRICES OF SECURITIES 


Record of fluctuations over a series of years. 


LEGAL FEATURES 


General legality of the issue of all securities approved by reputable lawyers. 
Length of franchises and terms thereof. 


MANAGEMENT 


How the physical property of a company is handled and its finances administered. 


GENERAL 


With the above information in hand, it is possible to make a careful analysis to 
show, let us say, the percentage of increase in population, gross earnings, and 
the ratio per dollar of gross earnings of the combined capitalization, bonded 
debt, preferred stock, and common stocks. 

Such an analysis has the advantage of showing, if obtained for a series of years, to 
what extent the company is developing. 














Public Utility Inquiries 





American Utilities 


Please advise in regard to American Utili- 
ties preferred stock?—A. J. 
ile we have nothing but good to say 
about American Utilities, as it shows up well 
on investigation, we doubt the wisdom of your 
buying this preferred stock. It has enough of 
the speculative element in it to make it only 
desirable for some one who can well afford to 
take the risk and hold this class of security. 
This company should be distinguished from 
American Public Utilities. 


Kentucky Utilities— Western United Gas 
and Electric 


Kindly advise me regarding the purchase of 
First Mortgage 5-year, 6 per cent. gold bonds 
of the Kentucky Utilities Company; also the 
First and Refunding Mortgage per cent. 
gold bonds of Western United Gas & Electric 
Company.—G, 

We like the Western United Gas & Electric 
bonds better than the Kentucky Utilities, al- 
though there seems to be nothing about the 
latter that is unfavorable. You understand, 
of course, that many utility bonds have not the 
quick or broad market that listed railroad 
bonds have. These bonds were sponsored by 
good houses which ought to be able to provide 
a reasonably good market at any time. 

The Western United bonds were brought 
out at 99, while the others were offered last 
year at 957%. With these, as with other invest- 
ments, you should remember to diversify as 


So we would not advise to 


much as possible. 
that 


tie up all your funds in these two bonds; 
is, if you expect to buy a block. 


Brooklyn Transit 


Kindly tell me whether you consider Brook- 
lyn Rapid Transit a good investment. I see 
it has paid its dividend without any break for 
some time and had a good report of net earn- 
ings for March. Is there anything against it? 
Why do you —— it “high”? (Page 44, is- 
sue May 1.)—W. D 

Brooklyn Rapid Transit is undoubtedly a 
safe investment. When we used the expres- 
sion “somewhat high” we gave our judgment 
of the relation between its price and income. 
The investment value and the character of the 
securitiy do not enter strictly when the ex- 
pression “somewhat high” is used. There is 
such a thing as paying too much, even for a 
good thing. We see no objection to your 
buying Brooklyn Rapid Transit as an in- 
vestment. It would probably be to your 
advantage to make the purcfiase at a time 
when the Trend Letter ‘starts a _ bull 
campaign. 


Appalachian Power 


Appalachian Power Company common is not 
a seasoned issue. It is the stock of a com- 
pany operating about half a dozen water power 
plants in Virginia near New River. Its in- 
vestment position: we would class as specu- 
lative. 





Public Utility Notes 





American Gas & Electric—GAINS IN 
business reported by the subsidiaries of this 
Co. Earnings on the common stock are 
now running between 19% and 20% on the 
$3,641,000 outstanding. It is expected the 
Co. will this yr. declare the same divs. as 
in 1914. It is expected that a stock div. of 
2% will be declared in the near future. 

American Light & Traction —GROSS 
earnings for the yr. ended March 31, 1915, 
were $4,556,164, an increase of $133, 397 over 
the previous yr. During the current yr. the 


Co. will not undertake any extensive im- 
provements on its underlying properties. 
Expenditures for 1915 will be held down to 
current needs. When financing may be 
done more cheaply the deferred program 
for the operated properties will be taken up. 


American Power & Light—EARNINGS 
of subsidiaries for March indicate that busi- 
ness conditions have been steadily improv- 
ing in the territory served by the operated 
companies, especially in Kansas & Texas. 
Consolidated gross earnings of subsidiaries 











What An Investor Should 


points touched upon in the table on the opposite page. 


Know Regarding a Public 
Utility 

In future issues, THe Macazine or WALL Street will publish, under the above 

title, a series of practical articles on Public Utilities, taking up, in detail, the 


Principles to be fol- 


lowed will be illustrated with concrete examples so that the series will be 
of maximum value to the truth seeking investor. 
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show a gain of 9% in gross and 18% in net 
while for the yr. ended March 31, 1915, con- 
solidated ey was $6,763,516, an increase 
of $696,657, or 11%, over preceding yr., with 
a of $3,214,050, a gain of $425,006, 
or ‘ 


Brooklyn Rapid Transit—SURPLUS aif- 
ter charges for the 9 mos. period ended with 
March indicated to be over $6,000,000, which 
is equivalent to 8% on the ery stock. 
This compares with a surplus of $5,315,704, 
equal to 7.7% in the fiscal yr. of 1914. Gross 
revenues for the 9 mos. ended March were 
$19,655,875, compared with $18,576,165, an 
increase of $1,079,710. 


Cities Service Co.—EARNINGS FROM 
subsidiaries are practically up to those of a 
yr. ago. For the 12 mos. ended March 31 

ross earnings were $3,941,425, with net of 
3,810,153 and a balance after interest 
charges of $3,355,153. This balance was 2.07 
times the requirements for the pfd. divs., 
leaving a balance of $1,737,158 for the com- 
mon, equivalent /to 11.34% on the outstand- 
ing issue as cofmpared with 11.22% for the 
preceding 12 més. Steady upward trend in 
general business in the sections where the 
Co. operates. 


Cleveland Electric.—APPEAL HAS been 
made by the Co. to the State Public Utilities 
Commission protesting against the ordi- 
nance passed by the city making a maximum 
electric rate of 3c. a kilowatt Tews. Earn- 
ings of the Co. depend on rate adjustment, 
which is being threshed out. City claims 
they are in excess of normal. 


Consolidated Gas—INCREASED DIV. 
declared, thus putting stock on a 7% basis. 
For the present outlook earnings on Con- 
solidated Gas stock after making proper al- 
lowances will amount in 1915 to 11%, com- 
pared with 10.2% in 1914, 10.7% in 1913, 
10.8% in 1912 and 10.6% in 1911. Enlarged 
divs. is somewhat in the nature of a reward 
for the small divs. paid in 1907-08-09 and 10, 
when only 4% and 4%4% was paid. 


Commonwealth Power Ry. & Lt— 
GROSS earnings for the 12 mos. ended 
March 31 were $14,031,558, an increase of 
1.46% over preceding 12 mos. Operating 
expenses were less by 3.92% and fixed 
charges increased 8.72%, with pfd. divs. un- 
changed, so that the balance for the com- 
mon stock for 12 mos. was $1,285,882, an 
increase of $73,321, or 5.87%, and equivalent 
to 8.29% on the issue, on which quarterly 
divs. of 1% are being paid. On the basis 
of $18,000,000 common stock earnings for 
the Co. for the 12 mos. ended March 31, 
1915, were at the rate of 7.14%. 


Detroit United —OFFER BY city of $23,- 
285,000 for the Co.’s lines rejected by the 
stockholders at a sponte meeting. The first 
offer was $24,900,000, but various adjust- 
ments brought this down to the first named 
figure. The Circuit Court will now have to 


decide on a fair price for the city lines. 
Previous to the proceedings in court the 
purchase of the lines shall be submitted to 
popular vote and if the proposition carries 
the city shall quickly have possession. 


Havana Elec., Lt. & Pr.—GROSS FOR 
the yr. ended Dec. 31 were $5,396,714 as 
against $5,417,054 in 1913, a slight decrease. 
Net amounted to $2,801,392, against $2,927,- 
222 for 1913, a decrease of $125,830. Surplus 
after charges was $1,809,371, as against $1,- 
848,103 for the preceding yr, a decrease of 
$38,732. 


Interborough-Metropolitan. — PRO- 
POSED plan of consolidation with a hold- 
ing Co., which Co. is to issue common stock 
without denomination stamped on it, is be- 
fore the Public Service Commission, which 
has addressed a query to the Co. on all the 
phases of the proposition. Understood 
proxies for the scheme are coming in fast 
to the proxy committee. 


_ International Traction—GAIN IN earn- 
ings reported for 1914 in both gross and net. 
Jitney competition, which threatened rev- 
enues for a time, has not proved serious. 
After providing for regular pfd. divs. bal- 
ance for common in 1914 was F11%, as com- 
pared with 6.99% in 1913. Understood that 
steps are again being taken toward a plan 
for the extinguishment of the 42% accum- 
ulated divs. on the pfd. 


Kansas City Ry. & Lt—AUTHORITY 
granted by the court to issue $592,500 re- 
ceiver’s certificates to construct extensions 
to the Co.’s lines. The certificates are a 
prior lien on the property ahead of all 
bonds, stocks and other obligations. Un- 
derstood that the cost of all extensions and 
maintenance work will aggregate $679,460, 
part of which will be paid from earnings. 
On May 3 the court ordered withheld the 
interest on Metropolitan St. Ry. bonds for 
2 weeks to see if a plan of reorganization 
satisfactory to all parties can be worked 
out. 


Laclede Gas —EARNINGS for the first 
3 mos. of yr. at low ebb. Surplus available 
for divs. represented 2.11% on the outstand- 
ing common stock, compared with a div. 
payment of 14%. A yr. ago 2% was earned, 
2 yrs. ago 24% and 3 yrs. 2.17%. Earnings 
in full for the yr. 1914 amounted to 8.2%, 
against 8.16% in 1913 and compared with 
div. payments of 7% on the common in 
each yr. 


Marconi Wireless—NET EARNINGS 
for 1914 were $271,889. Owing to increased 
costs rental of steamship apparatus has been 
raised. A powerful station has just been 
completed in Alaska. Service between 
Honolulu and the west coast was begun 
last September. The new stations on the 


New Jersey coast were just ready for busi- 
ness when the English government took the 
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Ad- 


corresponding Stations on their coast. 
justment of this matter will be made later. 


Manufacturers Light & Heat.—QUAR- 
TER ended March 31, 1915, showed net of 
$858,840, compared with $1,149,786 for pre- 
vious yr. and surplus after charges $847,662, 
compared with $1,133,425. 


Montana Powe QUART EELS report 
for the 3 mos. ended March 31, 1915, showed 
gross $933,775, net $652,047 and surplus af- 
ter charges $389,615, all figures showing a 
slight decrease from last yr. same period. 
As the copper mines along the line are 
working at high capacity earnings of the 
Co. should improve. 


Northern States Power.—DIV. ON THE 
common stock rumored. Earnings are now 
showing good gains and the amount shown 
on the common being between 6% and 7%. 
For the yr. ended Jan. 31, 1915, the cus- 
tomers of the electric properties increased 
18.4%, with corresponding increase in other 
aspects. 


Pacific Gas & Electric—LARGE propor- 
tion of the $12,500,000 pfd. stock sold by 
the middle of April, after which time no 
more stock was to be sold except to in- 
vestors residing in and near California, the 
home state of the Co. 


Pacific Light & Power—BONDS nego- 
tiated with New York banking interests 
amount to $2,338,000. They will retire a 
maturing issue due July 1. 


Portland Ry., Lt. & Pr—READJUST- 


MENT of 5 as to be voted on at 
meeting for May 14. Under the plan pres- 
ent stock will be made common stock and 
reduced from $25,000,000 to $20,000,000 and 
there will be authorized $5,000,000 6% cum- 
ulative pfd. Holders of present stock are 
given privilege of exchapge of certain pro- 
portions. 


Southern California Edison. — GROSS 
earnings for first quarter decreased, but net 
increased somewhat. Plans for expansion 
are held in abeyance and new expenditures 
are to be held in abeyance. Effects of late 
expenditures are being felt in earnings. 


Southern Utilities—EARNINGS for 12 
mos. ended March 31, 1915, show balance 
after bond interest of $232,593, compared 
with $174,990 in same period of 1914. 


Third Avenue.—SURPLUS AFTER all 
charges for the 9 mos. ended March 31 
was $522,331. 


United Gas Improvement.—EARNINGS 
for yr. ended Dec. 31 last were largest in 
history of Co. Surplus for divs. was equal 
to 144% on the outstanding stock as com- 
pared with about 134% earned in each of 
the two previous yrs. The Co. operates 
plants in about 40 cities in all parts of the 
country. 


Western Power.—PROCEEDS OF the 
$1,000,000 2-yr. collateral trust 6% notes will 
be used with other available funds to retire 
ine $1,250,000 2-yr. 6% notes maturing next 

uly. 








Hints for 


Investors 


Don’t put too much confidence in the guarantee back of a bond. Such 
a bond is only as good as its guarantor and in many cases the guarantor 


has not more money than it needs. 


income account is what you should look for. 


difference. 


A big margin of safety in the guarantor’s 


Because it’s a big road makes no 


If there is a rise in a bond on the likelihood that the bonds will be 


bought up b 
operative. 


a sinking fund, sell out your bonds before the sinking fund is 
even chances out of ten your particular bonds will not be 


bought in or called for the fund and you will then have cashed in your 


profits on the rise. 


A little later the bonds will fall back in the market. 


This is 


ene of the technicalities of the bond market. 


Keep at hand a record of the high and low prices of your bonds over a 


period of years. 


the high price it might be well to consider a sale at the high prices. 


If you have bought them at a considerably less figure than 


This 


does not mean active trading, but watching your investments over a period 


of months. 


It will increase your income. 


It does no harm to know precisely how a company is controlled when 
buying into its securities, especially its bonds. This personal equation is a 


big factor many times. 


It may not bring the bonds to default, but there 


will be a sympathetic weakness in them if the management is not of the 


proper kind. 
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The Market Outlook 





Bull Market Gets a Shock—Position of Railroad Stocks—Industrials and Coppers 


HE Lusitania disaster over shad- 
owed all other considerations 
and created a condition of semi- 

panic in the stock market. Undoubt- 
edly the United States is placed in a 
most difficult position. It hardly seems 
possible, however, that we should be- 
come involved in the war. We are at 
such a distance from the scene of the 
conflict that it, would be impracticable 
for us to send an army abroad, 
even if we had the army to send. We 
could send our navy—but what could it 
do when it got there? 

At the same time, the trained observer 
of stock market phenomena sees plainly 
that it was not the Lusitania disaster 
alone that caused the severe decline in 
prices. The market had become badly 
“over-bought” and was in poor condi- 
tion to withstand any great shock. The 
decline had to come. If it had not been 
started by the. Lusitania outrage, it 
would have been precipitated by some- 
thing else—though very possibly the fall 
might not have been so sudden. 

* * * 

"THE plain fact is that a great part of 

the recent wild advance in stocks 
was not justified by the facts. The idea 
of “war orders” took a tremendous and 
in some ways an inexplicable hold on the 
imagination of the public. The dizzy 
flight of prices to unreasonable heights 
came in some way to be looked upon as 
justifiable. The “war stocks” pulled up 
prices of other issues little if any bene- 
fited by war orders, and the whole mar- 
ket was eventually worked up to a level 
considerably above anything warranted 
by existing conditions when considered 
as a whole. 

It was extraordinary to what an ex- 
tent Wall Street opinion in general was 
carried away by the spirit of enthusiasm 
which spread throughout market circles. 








Few indeed were the counsels of con- 
servatism obtainable in the Wall Street 
district. 

The psychological features of a spec- 
ulative furore, when once well under 
way, never cease to be a puzzle to the 
calm and disinterested observer, no mat- 
ter how many times he may have seen 
substantially the same thing repeat itself. 
He may learn by experience not to op- 
pose such a movement; he may even 
learn to “go with it” in a cautious way ; 
but he will hardly be able to regard it, 
from the logical point of view, as other- 
wise than a strange and partially for- 
tuitous occurrence. 

* 


ok ok 
S TANDARD railway stocks had, at 
the recent low prices, lost the 


greater part of their advance. It is 
impossible to say what would happen 
to the market if this country should join 
in the war—and ‘it was doubtless that 
uncertainty in the minds of holders of 
stocks that caused the severe decline. 
The thought of what might happen is 
generally the underlying cause of panics 
—and the present decline, while not a 
panic, has not been without panicky 
characteristics. 

But assuming what we all feel—that 
President Wilson will steer a course 
which will keep our country at peace, in 
spite of irritation and alarm—many rail- 
road stocks are low enough to command 
the respectful attention of the investor. 

We are not forgetting the many un- 
favorable conditions now existing—dull 
business, rates not yet high enough in 
comparison with expenses, excessive 
legislative interference with railway 


management, and last but not least, the 
high cost of capital, which can hardly 
be expected to become materially lower 
until definite signs of peace abroad are 
in sight. 



































But there are offsetting considera- 
tions. While business is still dull, it is 
showing a gradually improving tenden- 
cy and the next great change in business 
conditions must be for the better—though 
it might, of course, be long delayed. 
While rates are still low compared with 
the needs of the roads, they have been 
advanced in a number of instances and 
the Commission has shown a disposition 
to recognize the right of a railroad to 
earn a just return on the capital invest- 
ed in it. Legislative interference is on 
the wane, rather than growing worse, 
as it has previously done for a series of 
years. And the cost of capital is not so 
high but what a number of roads have 
been able recently to market bond issues 
on terms which are by no means pro- 
hibitive. 

A good deal of discrimination must be 
exercised in selecting railroad invest- 
ments at this time. It is not, according 
to our view, a time for buying low- 
priced stocks, even though the distant 
speculative future of such stocks may 
seem alluring. We believe the best and 
strongest dividend-paying stocks should 
be selected. 

* * + 

‘THE position of the industrial stocks 

is much more mixed. Some of the 
“war stocks” have now had a big decline 
from their recent high prices. Where 
those prices were based on a genuine 
prospect of earnings, the stocks may 
now be repurchased—for we look likely 
to have war enough, in all conscience. 

Industrial stocks not directly affected 
by the war should be bought cautiously, 
for it is difficult to estimate the length of 
the present period of business dullness. 
Here, as in the rails, the doubtful stocks, 
where an advance would have to be based 
on sympathy with the movement of the 
general market rather than on the earn- 
ings of the company itself, should be 
religiously avoided. In our opinion the 
chances of profit in such stocks are out- 
weighed by the possibility that the stocks 
may have to be carried a long time be- 
fore any important advance in price is 
scored. 

* + » 
WE imagine investors wi!! have time 
enough in which to make their 
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selections deliberately. The market has 
received a severe shock and we hardly 
expect that it can recuperate immediate- 
ly. It is entirely possible, of course, that 
still lower prices may be seen. We are 
far from any ambition to attempt to 
“call the turn” on prices in this depart- 
ment. 

But comparisons of prices with condi- 
tions, with money rates, and with pre- 
vious price records over a series of 
years, indicate pretty plainly that pres- 
ent prices are by no means high. The 
investor never expects to buy at the bot- 
tom. If he takes advantage of special 
weakness, at this level of prices, to pick 
up carefully selected issues, we do not 
believe he will have occasion to regret 
his action. 

* * ok 

MONG the most attractive stocks 
may be mentioned the coppers. 
Whether copper metal will reach a still 
higher level we have no means of know- 
ing, and doubt if anybody else has; but 
it does seem highly probable that the 
continued heavy consumption of copper 
in the war, with prospects for a larger 
and larger use of it as the number of 
troops in the field increases and the 
Allies’ supply of artillery grows, must 
keep the price of that metal at a rela- 

tively high level. 

The production of copper can also be 
counted on to increase. At present 
prices the managers of all mines will be 
straining every nerve to produce at ca- 
pacity. And industrial demands for cop- 
per will probably be small, aside from 
the manufacture of war material of var- 
ious kinds. But the war is so tremen- 
dous a customer for copper that that 
demand promises to outweigh all other 
considerations. 

Costs of copper production at the 
various mines are well known and it is 
not difficult to figure the profits.of most 
of the copper producing companies. 
Copper stocks should not be bought with 
the expectation that they can go up all 
the time—indeed the present decline in 
the market has abundantly illustrated 
the probability that even the best stocks 
may decline sharply at times for only 


technical reasons—but they are $vell, 


worthy the attention of the investor, * 33% 
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AGITATION ABATING IN THE SOUTH 





The Future 


Louisville & Nashville 





HEN in February last the directors 
of the Louisville & Nashville de- 
cided to put the road upon a five 

per cent. basis some question was raised 
in speculative circles as to whether or not 
the management had not been unduly 
alarmed, if, in fact, it had not become 
“rattled,” by the conditions created in 
the South by the war in Europe. The 
conservative element took another view 
of the situation. 

To them the fact that the management 
had decided to conserve its resources in 
time of doubt was a bull argument on 
the stock. They argued, and I believe 
tightly, that the best interests of the 
property and of its owners, the stock- 
holders, demanded a prudent course ; that 
a corporation should act as a careful 
individual would in like circumstances, 
and not attempt to pay dividends not 
fully earned at the expense of surplus 
or, what is as bad if not worse, at the 
expense of maintenance. 

The market, I believe, takes that view 
of the situation now, to judge from the 
strength of the stock and the readiness 
with which a considerable volume of it 
sent from abroad has been absorbed. It 
is certain also that with improving con- 
ditions in the South—and that improve- 
ment is very apparent to the most casual 
of observers—the company now finds it- 
self in an ideal position to handle the 
business that will come to it, once the 
improvement now gathering impetus gets 
under full swing. 

Physically the property was never ir 
better condition. There have been no 
big improvements made, but, through the 
policy of saving money by this or that 
small improvement or change, the plant 
has not been allowed to deteriorate in 


a way. It is by such deterioration that 


na y of our railroads have been enabled 


Effect of the Dividend Reduction—Good Buying of the Stock 
i ~ By JOHN J. LEARY eee 


to make a pretty showing in balance 
sheets, but even the casual observer, rid- 
ing about the country, can see, if he 
takes the trouble to use his eyes, that 
sooner or later a very high price will 
have to be paid for the money thus saved. 

In no other branch of industry or en- 
deavor does the “stitch in time saves 
nine” idea work more strongly than it 
does in the railroad world. It can be 
ignored in railroading as in one’s per- 
sonal affairs, but when the time comes 
some one will have to “pay the freight” 
at rates over which no Interstate. Com- 
mission has jurisdiction. 

This freight the Louisville & Nash- 
ville will not have to pay, so that the 
increase in earnings now on will not be 
burdened by this invisible (so far as di- 
rect entry in balance sheets is concerned) 
item—which, however, is in the bill just 
the same as was the drummer’s suit in 
the well-known story. 

RESUMPTION OF DIVIDENDS. 

Louisville today is earning at a rate 
that makes certain the resumption of the 
old rate of dividends within the com- 
paratively near future, always: assuming 
that no fresh cataclysm befalls the finan- 
cial world. 

In the seven months of the fiscal year, 
for which figures are available at this 
writing, the company had gross earnings 
of $34,800,000 and net of $6,771,000. 
This shows a falling off in gross for the 
seven months, compared with the cor- 
responding months of 1914 of $6,372,000 
in gross and but $2,149,000 in net. The 
decrease in gross in February was nearly 
$300,000 less than in the preceding month 
and in net the decrease, as compared with 
February, 1914, was but $145,000. When 
the March figures become available they 
will show furtlier improvement, with the 
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indications that the figures for April will 
show the balance on the other side of 
the ledger. 

An element entering into the future 
earnings of the road that is apt to be 
overlooked is what might be termed the 
deferred movement of the cotton crop, 
due, of course, to the war. Much of the 
crop that ordinarily would have gone to 
market months ago is held in the South 
on the farm or in the warehouse, though 
it has been sold for consumption abroad. 
The amount runs into the hundreds of 
thousands of bales, and of this a very 
considerable proportion is held in Louis- 
ville territory. The movement of this 
will be gradual, and will be handled at 
the minimum of cost because it is gradual, 
but the profits will show in the net. 

For the same reason merchandise that 
ordinarily would have flowed into the 
territory served by the Louisville last 
autumn and fall is now flowing into that 
section. It is notorious in the wholesale 
trades of New York that the South was 
a comparatively small buyer in the early 
months after the outbreak of hostilities, 
when it seemed as though that section 
had received a blow from which it would 
be long in recovering. That lost traffic 
southward, like the freight moving the 
other way, is gradually being made up. 
The one item of which this is not true to 
any appreciable extent is in the matter 
of fertilizers. That does show a very 
large decrease, but the eternal law of 
compensation, of which Emerson wrote, 
comes into play in the matter of live 
stock shipments. 

It is not generally recognized, but it 
is a fact nevertheless, that the heavy 
shipments of horses to Europe have been, 
to a great extent, from territory tapped 
by the Louisville. No one section has 
had a preponderance of this traffic, but 
in the aggregate it has been heavy and 
it is a profitable class of freight. To this 
extent the road has directly profited by 
the war. 

INVESTMENT BUYING. 

As to the future of the company, Henry 
Walters, its chairman, is as usual con- 
servatively silent. However, the state- 
ment made in usually well-informed 
brokerage circles that much of the stock 


thrown on the market in the last few 
months has found its way into the vaults 
of insiders speaks more authoritatively 
than anything else. In the language of 
the Street this buying has been “good,” 
and much of it has been of the “edu- 
cated” kind—and education in this sense 
means knowledge of actual conditions. 

What signifies almost as much is the 
fact that a considerable volume of this 
stock has gone into the South in small 
lots. In other words, when the books 
are next closed it is very likely that an 
increase in the number of stockholders 
of record will be shown, and that the 
greater part of this increase will come 
from south of the Mason and Dixon line. 
This is important as indicating, first, that 
the people on the ground are more con- 
fident of the future of the property and, 
second, because it is in a way insurance 
against adverse litigation and legislation. 

Stockholders scattered through the 
most radical community have a most 
sobering effect upon legislators and pub- 
lic officials generally, and also tend to 
make shippers, who see only their inter- 
ests, take a more reasonable view of the 
situation. 

In this connection it is well to note 
that there has been a marked subsidence 
of anti-railroad agitation in the territory 
served by the Louisville, and that it has 
been consistently successful of late in its 
resistance to unwarranted interference 
with its business. Thus the company 
has been justified in the courts and at the 
har of public opinion for insisting that 
even a railroad has rights that the Inter- 
state Commerce Commission is bound to 
respect. It won, too, in its fight to say 
what telegraph company, if any, might 
operate over its right of way, and the 
Bay St. Louis case, that threatened to 
make serious trouble by establishing a 
dangerous precedent, was likewise hap- 
pily disposed of. 

So that taking all things into consid- 
eration and bearing in mind that the 
property is now in fine physical condi- 
tion, thanks to the high average of ex- 
penditure for maintenance (15.8 per cent. 
for five years), and is amply able to 
handle expeditiously and cheaply the in- 
crease in volume of traffic that is in sight 
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with earnings under adverse conditions 
well in excess of dividend requirements, 
the stockholders have no occassion to 
worry. 

Of course they have missed the one 
per cent. of dividend not received, and 
it may and probably will be some little 
time before the semi-annual rate of 3% 
per cent. will be restored, but they have 


profited by the example of the New 
Haven, which has been in trouble be- 
cause dividends not honestly earned were 
for a long period paid as though earned. 

It is, in fact, a not very closely guarded 
secret that the New Haven case was not 
lost sight of when the question of reduc- 
ing the Louisville dividend was taken up, 
and the lesson was not ignored. 








Coming 


Events 


| Important Financial Events Two Months Ahead 


Including Securities, Cotton and Grain Markets 


As Tentatively Scheduled 

American Railway Association con- 
vention in New York, May 19. 

Anaconda special and annual meet- 
ing, May 19. 

American Beet Sugar dividend meet- 
ing, June 4. 

American Telephone and Telegraph 
dividend meeting, June 15. 

Amalgamated Copper special meet- 
ing on dissolution, June 7. 

Brooklyn Rapid Transit dividend 
meeting, May 24. 

Baldwin Locomotive dividend meet- 
ing, May 27. 

Cotton report by Government, June 1. 

Central Leather dividend meeting, 
May 25. 

Grain monthly report by Govern- 
ment, June 8. 

Holiday, New York, May 30, Deco- 
ration Day. 

Inter-Metropolitan special stock- 
holders’ meeting on new plan, June 1. 

International Arbitration confer- 
ence, May 19. 

Japanese Diet assembles May 20. 

mr Valley dividend meeting, 
June 16. 

Missouri Pacific big note issue ma- 
tures June 1. 

National Association of Manufac- 





By R. E. EDMONDSON 


turers’ convention at New York, 
May 25. 

National 
May 20. 

New York Central dividend meeting, 
due June 10 to 15. 

Official Classification Territory rate 
hearings, May 17. 

Pan-American financial conference, 
May 24. 

Private wire arguments before I. S. 
C. C., May 22. 

Pittsburgh Coal preferred dividend 
meeting, June 23. 

Railway Valuation conference, May 


Lead dividend meeting, 


Rates via lake and rail before I. S 
C. C., June 16. ; 

Railroad rate hearings in official 
classification territory, May 17. 

Reading common dividend may be 
acted on about June 15. 

Railroad conference on Cummins 
liability rate law, June 4. 

Titanic damage claim trial, May 17. 

Tennessee Copper dividend meeting, 
June 2. 

Vir-Car. Chem. preferred dividend 
meeting, June 24. 

Western Union Telegraph dividend 
meeting, June 9. 

Westinghouse Electric dividend 
meeting, , wen 23. 


























THE INTERBOROUGII CONSOLIDATED SCHEME 


Interborough-Metropolitan 


HE preferred stock of the Interbor- 
ough-Metropolitan Company is en- 
titled to cumulative dividends at the 

rate of 5 per cent. per annum. Should any 
dividends remain unpaid, the stockhold- 
ers are entitled to 5 per cent. interest on 
the unpaid balance due them up to the 
date of payment. At the present time 
the unpaid dividends amount to 3834 
per cent. on the outstanding $45,740,000 
of preferred stock, or a total of $17,724- 
250. The interest due the stockholders 
on this unpaid sum amounts to $3,011- 
351. The éntire amount due the pre- 
ferred stockholders up to April 1, 1915, 
equals $20,735,601, an amount equal to 
more than 45 per cent. on the outstand- 
ing preferred. Annual interest at 5 per 
cent. on this amount is equal to 
$1,035,781. 

The directors of the Interborough 
Metropolitan now propose to the stock- 
holders that the company consolidate 
with the Finance and Holding Company, 
a corporation with assets amounting to 
less than $1,000. Upon consolidation 
the preferred stockholders will receive 
new non-cumulative 6 per cent. pre- 
ferred stock. The directors assure their 
preferred stockholders that, as a result 
of this consolidation with the Finance 
and Holding Company (which the Street 
has dubbed the High-Finance and With- 
holding Company), they will be able to 
pay the 6 per cent. dividends on the pre- 
ferred stock. 

The annual dividends to which the 
preferred is now entitled amount to 
$2,287,000. Adding to this the annual 
interest on the unpaid dividends, the 
amount due the shareholders each year 
will total $3,323,781. The right of the 
preferred stockholders to this annual in- 
come is cumulative. The directors now 


propose to give the preferred stockhold- 
ers the right to receive an income 
amounting to $2,744,400. The right of 
the preferred stockholders to receive this 
reduced income is non-cumulative. 


The 





What Is the Prospect for the Preferred Stock? 
nit <a Oe 7 Cie) 


consideration the directors offer stock- 
holders is the pleasute of cancelling the 
amount of back dividends now due on 
the preferred shares. 

The proposal of the directors is cer- 
tainly a unique incident in financial his- 
tory. It is equivalent to saying to the 
bondholders of a solvent corporation: 
“You now hold a 6 per cent. bond of our 
company. If you will release from the 
mortgage which secures your bond, a 
small matter of thirty or forty per cent. 
of the security, we will be kind enough 
to give you a 5 per cent. income bond; 
we won't promise to pay any interest on 
it, though we think we can. At any rate, 
we're very kind to offer you this oppor- 
tunity to give away a lot of property 
that belongs to you, besides taking away 
a lot of your income and giving it to 
someone who has no claim upon it.” 

It is hard to see how anyone could 
have the effrontery to offer any such 
proposition. The reason given for mak- 
ing it is well dressed up and plausibly 
presented. The reasons given can be 
summarized as follows: 

1.—Since the incorporation of the 
company there has been a considerable 
impairment of the capital. 

2.—It is doubtful if the company can, 
legally, pay dividends on the present 
capitalization, until a reserve sufficient 
to provide for the impairment of the 
capital has been created. 

It seems strange that dividends could 
have been paid in 1906 and 1907, when 
it was obvious to anyone that the assets 
of the company by no means equaled its 
capitalization. There has, of course, 
been a shrinkage in the assets of the 
company since 1907, but there was un- 
questionably, at the time of incorpora- 
tion, an overcapitalization of values. 
The common stock of the company has 
never sold above 56, and during the first 
year of the company’s existence the price 
averaged about 45. 

The directors say that the company is 
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now ,able to pay dividends, that they 
wish to do so but are prevented by the 
legal difficulties mentioned. If these 
can be removed by a legal trick, why do 
they not use the legal trick and maintain 
the present status of the preferred stock? 
Another method would be to reduce the 
present capitalization by reducing the 
par value of the common stock: 

It seems more than likely that the 
scheme of consolidation will go through, 
for about 65 per cent. of the preferred is 
now held by a voting trust that admitted- 
ly favors the consolidation. As the whole 
affair has been arranged for the benefit 
of the common stockholders, it is nat- 
ural that they should consent. It might 
prove interesting to some of the pre- 
ferred shareholders if the names of the 
large common stockholders were avail- 
able for publication. But since about 80 
per cent. of the common is in a voting 
trust the names cannot be obtained, as 
there is no law compelling the voting 
trustees to open their books to the view 
of the stockholders. 

An interesting aspect of the affair is 
the method employed in announcing the 
proposed consolidation. One would 
imagine that the officers of a company 
whose capital had been so severely im- 
paired would use all possible economy. 
Instead of writing to all the stockhold- 
ers at the expense of, at most, a few hun- 
dred dollars, large advertisements are 
inserted in all the New York newspa- 
pers, at a cost of a number of thousands. 

It is interesting to note that only one 
newspaper in the city has commented 
upon the disadvantage accruing to the 
preferreed stockholders. We wonder if 
there would have been so much favor- 
able comment if the announcement had 
been made only by mail and the three- 
quarter page advertisements in the 
newspapers had been omitted. 

Perhaps there is an additional reason 


for the formation of the new company. 
Interborough-Metropolitan common ad- 
vanced from a low around 10 in January 
to a price around 25. For weeks before 
the announcement of the plan the Street 
heard gossip regarding dividend plans 
of all kinds. In the range from 20 to 
25 there was enormous trading in the 
common. It is not hard to believe that 
much stock was sold by insiders around 
these levels. Before long we may hear 
of an application being made to the 
courts by one of the preferred stockhold- 
ers to restrain the consolidatoin. The 
effect of the granting of such an injunc- 
tion would certainly cause a break in 
the common stock. After large transac- 
tions had taken place in this issue at 
prices considerably below the present 
level, we might be startled to hear that 
the injunction had been dismissed, and 
up would come the stock. The manipu- 
lative possibilities of the whole plan are 
almost Machiavellian in their cleverness. 

There will undoubtedly be wonderful 
opportunities for speculators to make 
money out of Interborough-Metropoli- 
tan common and preferred during the 
next few months, but it will take a very 
wary speculator to catch the swings. To 
those who believe that the plan will go 
through and that the common stock will 
before long receive dividends as a result 
of the apparently improved condition of 
the company we would say, “Look into 
the past earnings of the corporation and 
then read very carefully the contract for 
the operation of the new subways made 
between the City of New York and the 
Interborough Rapid Transit Co. Re- 
member that the fixed charges of the 
I. R. T. are tripled by the new subway 
construction, and then figure how much 
can accrue to Interborough-Metropoli- 
tan common stock, assuming that the 
maximum amount allowed under the 
contract will be earned.” 











Investment Inquiries 


NOTE.—Answers as published in this magazine are selected and condensed from the 


very large number of inquiries received from our readers. 
hence stamped and self-addressed envelopes should 
accompany them. FOR SUBSCRIBERS ONLY. 


by mail in advance of publication, 


All such letters are answered 





Texas & Pacific. 


R. W.—We do not think well of Texas 
& Pacific stock. With extreme patience 
it might show you a little profit. The profit, 
we think, would be so small as to not justify 
the long wait. 

The company needs money, and has a 
large block of income bonds on which no 
interest is being paid. They stand in the 
way of dividends. The condition of the 
property, although not bad, is not such as 
to insure dividends in any reasonable time. 
Then again, it is one of those Gould system 
roads in* which you never can tell what next 
is going to happen. For many years the 
stock has had to depend almost entirely on 
the ups and downs in the market for its 
changes. We think the same condition will 
exist for a long time to come. 

We have consistently advised people to 
buy Kansas City Southern common. This, 
of course, is twice the price of T. & P. Also, 
we have told them to buy Erie common, 
which is also higher than T. & P. You 
would better pay the difference in price, and 
get something with possibilities and with 
market action. 


Wheeling & Lake Erie. 


A. S.—Wheeling & Lake Erie is tied up 
in the general question of the Gould road 
receiverships—that is, Wabash-Pittsburg 
Terminal and Wabash. The way out of 
that tangle does not yet seem clear. Pos- 
sibly soon there may be some plan sug- 
gested and yet again it may drag on for 
months and months more. We could not 
even guess what will happen to the W. & 
L. E. stock. 


American Hide & Leather. 


L. P.—American Hide & Leather Co. has 
outstanding $11,500,000 7% cumulative pre- 
ferred stoc 3 on which it paid 3% in 1905, 
which has been the only break in its non- 
dividend paying record for years. It has 
accumulated against this preferred stock 
about 106% back dividends. The high point 
of this stock since 1905 was in that year 
when it touched 55%. The low point was 
in 1907, when it touched 10. 

The company has also outstanding $13,- 
000,000 common stock. The high point for 
this was in 1905, when it touched 1154; the 
low point in 1907, when it touched 2%. The 
company has outstandin $8,524,000 bonds. 

The stocks are of little intrinsic worth. 
The margin of earnings left over after 
charges is so thin as to preclude any sub- 
stantial amount of back dividend being paid 


off for a long time. The speculative ele- 
ment in the stocks is large. They move 
with the market rather than upon funda- 
mental considerations. 


B. F. Goodrich. 


R. S.—Goodrich common (48) has had a 
good rise, but the situation is this—that 
common dividends are not expected in the 
immediate future, as surplus profits will be 
used for strengthening the company’s 
finances. Another year or two may enable 
the directorate to consider some distribu- 
tion to stockholders. 

The investment market generally appre- 
ciates these facts, so that you may not look 
for a great rise in the stock in the near 
future. It may go a little higher. 

To hold it means a long pull. Before it 
gets any dividends it will doubtless have 
considerable relapse. With these facts be- 
fore you it will doubtless be possible to 
make up your mind whether you wish to 
sell all or part. Your position may have 
something to do with your decision. 


Central Leather. 


K, L.—Central Leather common has had 
a large market advance, so that it is diffi- 
cult to say whether it is likely to go fur- 
ther. It has had its advance partly because 
the company got some better business 
through war orders and partly because the 
general market has had such a large ad- 
vance. We think from now on it will be 
dependent more upon the general market in 
its fluctuations than upon intrinsic condi- 
tions. It will therefore very likely fluctuate 
up and down over a fairly wide range of 
quotations. 


‘ 


U. S. Rubber. 


O. W.—Rubber Ist pfd. (107) is a high- 
grade stock and you can make no mistake 
by holding it for investment. Rubber com- 
mon (69) looks rather high and we feel 
may be bought a little more cheaply later, 
but we think it offers opportunity for prof- 
its in the more distant future. 


Nickel Plate. 


I bought some New York, Chicago & St. 
Louis R. R. outright about a year and a 
half ago. Can it come back?—J. S. 

The New York, Chicago & St. ‘Louis (36) 
is likely to come back after a while, but 
it will be a long pull. If we have a con- 
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tinued bull market, it may rise considerably 


on that move. If business picks up, the 
company will also get its share, and that 
will help. 





International Motors. 


T. B.—International Motors stock is hav- 
ing its big run in the market on the strength 
of general conditions in the automobile 
business. Until recently this company, 
which is composed of two truck manufac- 
turing companies—the Sauer and Mack— 
was apparently doing little. When the war 
started the automobile rush, this company 
apparently also got a slice of the business. 
But the officials will not tell a word of what 
they did get or are doing. They have re- 
fused information completely. Conse- 
quently buyers of the stock are in the dark. 
The company has not issued a report for a 
long time. The preferred stock is quoted 
at 





Western Maryland. 


P. S.—Prospects for Western Maryland 
are not very promising. The road is emerg- 
ing slowly—very slowly—from its diff- 
culties and it will be a long time before 
talk about stock dividends will be war- 
ranted. It is not yet earning its bond in- 
terest. It will be a long pull, it seems to 
us, before it will be anything of an invest- 
ment. 





Pacific Mail. 
I have a lot of Pacific Mail, bought from 


22 to 29. I am anxious to get out of it and 
trade more actively. What prospects has 
it?—E. W 


You should not expect much of Pacific 
Mail—it is a poor proposition and the 
chances of dividends are not discernible 
with the naked eye. It is so near your 
purchase price that a new market uplift 
may carry you out safely. If you have not 
much of it why not sell out now at a small 
loss? 

Our Trend Letter Service would help you. 





World Film. 


E. B.—The World Film Corporation is a 
comparatively new concern for the making 
of motion pictures. Its management is 
composed of very practical men in the 
business, and it is understood to be “making 
good.” It is sponsored by a reputable in- 
vestment house, and has been fairly steady 
in quotations ever since it was put upon 
the market. 

But, notwithstanding all this, it still is 
considerably speculative. It is in a field 
where the competition is tremendous, and 
is not likely to grow nearly as fast as it 
would have grown had it been started six 
or eight years ago, instead of about two 
years ago. Again, it is selling at approxi- 


mately 90% of par, as the par value is $5. 
This is certainly high for a non-dividend 
paying stock. There are other moving pic- 
ture stocks paying dividends, and which 
have had quite a good start ahead of the 
World concern, which are lower in price 
than this. We think the price ought to be 
lower to conform with the level of other 
“movie” stocks. 


Big Profits Accompany Big Risks. 


Do you regard United Cigar Stores and 
Riker-Hegeman Corp. as investment or 
speculative issues? Do you regard Braden 
as a good one to buy or would you shun the 
Guggenheim group? Is ‘there any other 
stock, the amount invested considered, 
which is likely to have a greater apprecia- 
tion in value in the next few years than the 
coppers?—D. P. L. 

United Cigar Stores and Riker-Hegeman 
are speculative issues. By investment issues 
we mean either bonds on which the interest 
is assured or upon the highest grade stocks 
which are seasoned and have a dividend rec- 
ord that is not likely to be seriously broken. 
Their purchase must be considered on this 
basis. They are founded, however, we 
would say, on business that is reasonably 
stable and the management back of these 
companies is very’ efficient. Braden is not 
likely to pay large dividends in the near 
future. Its capitalization is too heavy, al- 
though the mine as such is good. It is hard 
to keep out of the Guggenheim group if you 
want to deal in active mining stocks. All 
such issues are more or less speculative, and 
if you want a chance at big profits, you must 
be willing to take considerable risk. 

It is rather difficult to compare the cop- 
pers with the general list of securities, which 
really would be the answer to your query 
on the relative merits of these classes of 
stocks. There is, of course, a sympathy be- 
tween the coppers and general industrial 
stocks and railroad stocks because general 
business affects them all alike. But in 
each class there are special considerations 
that must be regarded. The copper stocks 
move in sympathy with the copper market 
and that does not always correspond at the 
moment with the industrial situation. Some- 
times the coppers move up and down faster 
than the industrials and much faster than 
the railroads. Then again you ask the ques- 
tion to cover the next few years. That is a 
long time in the security markets and much 
happens in such a time. We expect a gen- 
eral advance over the next two years, but 
as to which will go higher and how much 
more quickly than the others, we could 
hardly predict so far ahead. I do not notice 


that you, in any case, ask about high-class 
bonds or other seasoned securities. We would 
advise you to place at least a portion of 
your investment account in securities which 
yield : between five and six per cent. an- 
nually, but on whose safety you can place 
absolute reliance. 
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— Security Holders Should Go Into Reorganization 
By ALFRED CONNOLLY 


HE Joint Reorganization Committee 
has announced its plan and agree- 
ment of reorganization of the 

Wabash Railroad Company, which has 
been in receivership since December, 
1911. That this plan will become effec- 
tive is assured from the fact that Messrs. 
Kuhn, Loeb & Co. have formed a syndi- 
cate to underwrite the cash requirements 
of the plan. 

Briefly, the plan provides for the rais- 
ing of $27,720,000 through assessing 
stockholders $30 per share. For this, 
holders of preferred stock will receive 
50 per cent. in new non-cumulative 5 
per cent. preferred stock “A” and 50 
per cent. in new common stock, while 
holders of common stock will receive 50 
per cent. in new preferred stock “A” 
and 45 per cent. in new common stock. 

Holders of the Refunding and Ex- 
tensions Mortgage 4 per cent. bonds, 
assenting to the plan, will receive 120 
per cent. in new non-cumulative 5 per 
cent. preferred stock “B.” In addition 
they will be entitled to receive in cash, if 
not heretofore advanced, the $20 coupon 
due January 1, 1912, with interest there- 
on at 6 per cent. 

It is also arranged that holders of 
these Refunding 4s, in assenting to the 
plan, must underwrite and agree to 
make proportionately the payments of 
$30 per share to the extent that such 
payments are not made by stockholders. 
For such payments the participating 
bondholders will receive all the pre- 
ferred stock “A” and common stock 
which would have been received by the 
stock holders had they made such pay- 
ments, and in addition thereto 120 per 
cent. of the par value of their bonds in 
preferred stock “B.” The maximum 


obligation of a bondholder, in case no 
shareholder should make any payment, 
would amount to $682.76 per $1,000 
bond. 

Those bondholders who do not assent 





to the plan will receive only their pro 
rata distributive share of any balance of 
the proceeds derived from the sale of 
the property remaining after payment of 
all prior claims. 

The $27,720,000 cash provided by the 
plan will be used for paying off receiv- 
ers’ certificates, etc., and for providing 
working capital for the new company. 
None of the underlying bonds will be 
disturbed. 

The main feature of the plan will be 
the scaling down of interest charges 
from $5,800,000 to $3,200,000 per an- 
num, a decrease of 45 per cent. The 
total capitalization will be reduced from 
$222,300,000 to $205,100,000, aside 
from the wiping out of guarantees, en- 
dorsements and other unsecured obliga- 
tions of the old Wabash company, run- 
ning into many millions. The fixed 
debt, including equipment obligations, 
will be reduced from $123,200,000 to 
$66,600,000, a decrease of $56,600,000, 
or 46 per cent. 

The stock of the new company will 
comprise $46,200,000 preferred “A,” 
$48,720,000 preferred “B” and $43,540,- 
000 common. The preferred stock “B,” 
which is entitled to dividends after 5 
per cent. has been paid on the preferred 
stock “A,” and which will be given to 
assenting Refunding Mortgage 4 per 
cent. bondholders, has the attractive 
feature of being convertible, after Au- 
gust 1, 1918, into preferred stock “A” 


_and common stock at the rate of $50 


preferred “A” and $50 common for each 
$100 preferred stock. 

At the present writing it seems as if 
the Refunding Mortgage 4 per cent. 
bondholders will be required to furnish 
at least some money, how much it is im- 
possible to say, in order to make up any 
deficiency of stockholders who do not 
pay their assessments. However, for 
every dollar they are required to fur- 
nish they will receive securities which 
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in the long run would seem to have a 
reasonably fair chance of appreciating 
in value, everything depending, of 
course, upon the future of the new Wa- 
bash Railroad. 

In the statement made to holders of 
the Refunding Mortgage 4 per cent. 
bonds by the Joint Reorganization Com- 
mittee, several interesting points regard- 
ing the future outlook for this property 
are brought out. 

When the receivers took hold of the 
Wabash in 1911 they found the property 
in a poor condition, with its credit gone. 
Through issuing receivers’ certificates 
an improvement program was begun 
which has carried the property to its 
present high state of actual and com- 
petitive efficiency. The receivers have 
already, it is stated, effected more than 
80 per cent. of the expenditures recom- 
mended as desirable to be made through 
a series of years ending in 1917, in 
order, under normal business conditions, 
to realize an estimated initial advance- 
ment of gross earnings to $37,659,000 
and net earnings to $11,297,700. These 
recommendations and _ estimates are 
those of Mr. J. C. Stubbs, late vice- 
president and director of traffic of 
the Union and Southern Pacific sys- 
tems. 

The late Mr. Darius Miller, president 
of the Chicago, Burlington & Quincy 
Railroad Co., in a report on this prop- 
erty published about a year ago arrived 
at conclusions similar to those of Mr. 
Stubbs above mentioned. These esti- 
mates of gross and net compare with 
officially reported earnings of the Wa- 
bash for the year ended June 30, 1914, 
of $30,035,750 gross and $5,657,276 net. 


The statement of the Joint Reorgan- 
ization Committee goes on to say that 
never before in its history has this prop- 
erty, so advantageously situated in a 
geographical respect (connecting as it 
does, in nearly every instance by the 
most direct route, the thriving cities of 
Chicago, St. Louis, Kansas City, De- 
troit and Toledo), been in so satisfac- 
tory a position to demand and handle its 
share of business of the territory which 
it serves. 

Also, that an advantage of the Wa- 
bash property has been obtained through 
the recognition by public authorities and 
notably by the Interstate Commerce 
Commission that the major part of the 
railroad territory served by the Wabash 
system has been seriously prejudiced by 
an unreasonably low rate scale in rela- 
tion to other territories, and that the 
railroads in this territory are entitled 
to a readjustment of the entire rate 
structure. 

It is evident that the present period 
is regarded by expert authorities as the 
forerunner of a great improvement in 
conditions in this country, barring, of 
course, unforeseen development of the 
war, and there is a strong tendency 
among capitalists not to let go of weak 
properties but to hold on a little while 
longer, believing that the crisis brought 
about by poor business conditions and 
hostile legislation is about over. If this 
is so, it is not improbable that the Wa- 
bash may in the comparatively near fu- 
ture take its place among the prosperous 
and substantial roads of the country. It 
would therefore seem advisable for hold- 
ers of its securities to go into the reor- 
ganization. 














Schwab’s Answer 


S CHWAB'S most recent publicity stunt still has the wise ones in the Street 

guessing. It was while the discussion over the actual value of Bethlehem 
Steel common was still boiling and at its height that the astute Mr. Schwab 
caused to be inserted in at least two New York newspapers a half-page adver- 


tisement showing the full expanse of the big 
with black smoke pouring from each one of the countless stacks. 


lant at South Bethlehem, Pa.— 
To anyone 


who had never seen the extent of the works the picture was most enlightening. 
No text accompanied the cut—just a picture and the words “Bethlehem Steel 


Company, South Bethlehem, Pa.” 





It was enough—more than enough—to many. 
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Allis Chalmers—POOR showing from 
business of March. Unfilled orders at end of 
quarter were $3,279,631, as compared with 
$2,400,663 for quarter ended December 31 
last. New business booked on account of 
war orders will begin to be felt in earning 
for coming months. 


American Brake Shoe & Fdy.—NEW 
work is rather thin. Co. is doing mostly 
replacement orders. First three months of 
the equipment market have been poor. 


American Can.—WAR ORDERS to the 
amount of $10,000,000 or more were re- 
cently said to be in prospect for the com- 
pany. Through the tremendous demand 
for canned goods the company is expected 
to benefit considerably. 


American Cotton Oil—EARNINGS IN 
the first 7 mos. of fiscal yr. amounted 
to $800,000 after the payment of interest 
and preferred dividend for the period. A 
director says the outlook is encouraging. 
The earnings available for common stock in 
same period of 1914 were $400,707. 


American Hide & .Leather—MARCH 
quarter was disappointing. Instead of earn- 
ings at the rate shown in the last quarter of 
1914, or at the rate of 15% on the $13,000,- 
000 preferred stock, the company showed a 
balance of about 12% only. 


American Ice—HIGHER PRICES to be 
asked for ice this summer will amount to 
about an increase of 20% over the prices 
prevailing last yr. during the ice season. 
Co.’s product is about 75% artificial, so the 
shortage of natural ice last winter is not 
affecting it much. 


American Locomotive-—NET PROFITS 
to be had from the war orders are under- 
stood to be sufficient to virtually make it 
possible for the Co. to clear off its floating 
debt of somewhat over $5,000,000. This 
will make a material prospect for the com- 
mon stock. 


American Steel Foundries.—-WAR OR- 
DERS have not been received in large 
quantity according to an official of the Co. 
Many inquiries have been received and 
prices quoted, but the business has not 
been sufficiently attractive. Loss of $256,- 
000 in net during quarter ended March 31 
was due to a heavy decline in January. 


American Sugar Refining—FOREIGN 
buying, which is beginning to be felt in the 
trade, is expected to be a big help to the 
company in the coming season. France ex- 
pected to buy a considerable quantity. 


American Woolen.—NET PROFITS on 
war orders for half the yr. up to June 30 are 
estimated to be close to $1,000,000, while 
the total profits for the period are roughly 
estimated to run as high as $2,500,000, or 
close to the full year’s requirements on the 
preferred stock. 





Atlantic Coast Line.—$5,000,000 BONDS 
were sold to syndicate of New York bank- 
ers. They were issued by the company to 
reimburse the company for part of its ex- 
penditures for additions and betterments 
and for funding underlying debt which had 
matured and been paid off. Circular by the 
company shows what the additions and bet- 
terments were. 


Atlantic Gulf & West Indies —PRE- 
FERRED stock may earn betwen $5 and $6 
per share, which fact started a little buying 
movement in the stock recently. Company 
expects to earn its entire interest for the 
year before the end of June. 


Atlas Powder—NEW ISSUE of $5,500,- 
000 cumulative 6% pfd. stock has been 
authorized by stockholders to take care of 
any new financing. Present stockholders 
are having first opportunity of subscribing. 


Baltimore & Ohio—NEW NOTES to 
clear off the $35,000,000 notes maturing June 
1 will provide an additional amount of about 
$5,000,000, some of which is expected to go 
into tmprovements. Estimated that the 
company will show 5% earned on its com- 
mon for the year. 


Baldwin Locomotive—NO CONFIRMA- 
TION of big war orders can be obtained 
from officials. The total amount under 
negotiation believed to be no more than 
yy seyety and possibly not more than 


oot Steel—A PPROXIMATELY 
150% expected to be earned on the common 
stock this yr. due to the heavy war orders. 
Company has some very big orders, details 
of which have been made public: 


Boston & Maine—FIXED CHARGES 
may not be earned this yr., due to the ex- 
penditures for road and maintenance. It has 
now some 5,000 men at work on the roadbed, 
more than 1,800 above last yr. Planned to do 
proportionately greater improvement work 
during year. 


Cambria Steel—MERGER TALK links 
this Co. with the Pennsylvania Steel Co. 
Understood that the Pennsylvania Railroad 
would be willing to part with its stock hold- 
ings in these companies. 


Central Leather.—PROFITS OF at least 
6% on the common stock expected for the 
year 1915. General revival in business will 
help it along considerably. 


Chesapeake & Ohio.—GROSS earnings 
very satisfactory. Gain for the 10 mos. end- 
ed April 30 was $1,061,276. Directors will 
meet in a few weeks to discuss the semi- 
annual dividend. No change from present 
2% per annum basis expected. 


Chicago & Eastern Ill—BY ORDERS of 
receivers the Co. did not meet its interest 
due May 1. 
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Clev., Cinn., Chic. & St. L—DECREASE 
in operating income after taxes for the nine 
months ended March 31 was $3,592,936. 


Corn Products Refining—EARNED IN 
the first 3 mos. more than its present 
preferred dividend requirements for the first 
half year. First quarter, however, is best 
of the year. 


Crucible Steel—RISE IN stock to high 
price and first transaction on New York Ex- 
change since 1902 was due to reports that 
the company had received a large war or- 
der. Company denied it some time ago. 


Distillers Securities —EARNINGS state- 
ment expected to show improvement be- 
cause Co. is doing 4 good business in al- 
cohol of its own accord. Its subsidiary, 
the U. S. Alcohol, is also doing sufficient 
to make a dividend on its common stock 
possible. Distillers holds 51% of this stock. 


Emerson Phonograph—OUTPUT OF 
10-cent records in a short time expected to 
reach from 60,000 to 100,000 per day. At 
100,000 per day this would mean $3,000 net 
earnings daily, or $900,000 per yr., which is 
equal to $4.50 per share on the $1,000,000 
capital stock. President Emerson has as- 
signed his half interest in the selling agency 
of the Little Wonder 10-cent record to the 
Emerson Co. Little Wonder sales for some 
months have been over 100,000 per day. 


General Electric—BUSINESS running at 
the rate of over $81,000,000 gross per annum, 
about equal to the record of 1914. War 
orders small. 


General Motors.—FIFTY PER CENT. of 
the net is expected to be earned by the 
Buick Co. alone this yr., which to date this 
yr. has done a larger business than in the 
entire 1914 yr. General Motors Co. has ap- 
proximately $13,000,000 cash in its treasury. 


Goodyear Tire & Rubber Co.—STOCK 
increase to be voted on June 1, raising the 
capitalization from $8,000,000 to $25,000,000. 
It is not intention of the directors to dis- 
pose of any considerable amount of the 
stock at present, or to make stock divs. 
Tire sales for 1915 expected to run ahead of 
last yr., when gross was $35,000,000. 


Guggenheim Exploration. — RECENT 
strength in copper prices and the prospects 
for various copper stocks, large blocks of 
which are held in the treasury of the Co., 
expected to add tremendously to the value 
of the Co.’s assets. Book value of the Co.'s 
stock based on its assets figured around $80 
per share as against around 63 current quo- 
tations for the stock. 


International Nickel. — QUARTERLY 
div. of 5% declared as a result of better 
business since war began. This is an extra 
of 2%%. Annual report for yr. ended 
March 31 will be ready in June. Co. ex- 


pected to show better than 11.20% on the 
stock. 





International Harvester of N. J—EARN- 
INGS on common stock for yr. 1914 ex- 
pected to show at about 12.5%. Co. doing 
fine business. 


International Steam Pump.—BUSINESS 
running at the rate of about 60% of capac- 
ity. No war orders booked, although some 
negotiations under way. Reorganization 
plan still in the air. 


Kresge Co.—INCREASED div. expected 
on common at div. meeting in June. Co.’s 
financial position warrants it. 


McCrory Stores Corp.—STOCK recently 
brought out on outside market in New 
York, the common selling around 55 and 
the preferred around 97. Corporation con- 
sists of 116 five and ten cent stores. 


Miss., Kan. & Texas —EXTENSION OF 
notes declared effective. Financial plan will 
be worked out during the yr. following. 


Missouri Pacific. — RECEIVERSHIP 
proceedings to be avoided by the larger in- 
terest in the property if at all possible. 
Provision for the notes maturing June 1 ex- 
pected to be an extension. 


National Enameling & Stamping.—FOR- 
EIGN business due to the war shows im- 
provement, due partly to the war direct, but 
largely indirectly. 


New York Air Brake —WAR ORDERS 
amount to $17,000,000, according to un- 
official statements. Profits on this expected 
to be 20%, equivalent to $3,400,000, equal to 
34% on the $10,000,000 stock outstanding. 


New York Central.— DEBENTURE 
bond offering a large success. 


New York, New Haven & Hart.—NET 
earnings showing substantial improvement. 
Nine mos. ended March 31 surplus after 
charges was $856,692, compared with a 
deficit of $870,628. Economies and retrench- 
ment have been responsible for the change. 
In the 12 mos. ended March 31 Co. earned 
slightly over 1% on its stock. 


Pennsylvania R. R—SOLD $65,000,000 
new general mortgage 4%4% bonds through 
Kuhn, Loeb & Co. 


Riker-Hegeman.—COMPLAINTS made 
to Federal Government against absorption 
of the Riker-Hegeman Co. by tobacco in- 
terests and the operation of its drug stores 
in connection with the United Cigar Stores 
Co. of America and United Profit Sharing 
Corp., which issues the coupons for the 
combination. To use the Profit Sharing 
coupons the retailers say they have to buy 
from Tobacco Products Co., one of the 
Whelan group of organizations. 


Rock Island—PROTECTIVE committee 
for the stock has not yet been formed, al- 
though the three directors recently elected. 
Charles Hayden, W. Emlen Roosevelt and 
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W. J. Matheson, have been asked to form 
a committee, which, if formed, may add 
James S. Alexander and A. F. Van Hall. 


Sears Roebuck.—SALES for April were 
$9,243,001, a gain of $630,931 over the same 
month last yr. 


Studebaker.—CURRENT YR. most pros- 
perous in Co.’s history. Contracts to sup- 
ply, vehicles, saddlery and harness to the 
belligerents were made last fall aggregating 

17,000,000 and in addition domestic busi- 
ness in the current season has been running 
larger. Expected that current yr. will show 
$18 or $20 per share earned, as compared 
with $14.20 in 1914. 


United Cigar Stores—ATTACKS by in- 
dependent tobacco dealers not taken seri- 
ously by directors. Present charges said to 
be similar to previous attacks. See Riker- 
Hegeman. 


Union Pacific—EARNINGS for 9 mos. 
ended March 31 show Operating income af- 
ter taxes of $23,817,416, a decrease of $1,- 
174,175 from same period last yr. 


United States Express—INCOME ac- 
count for the yr. ended June 30, 1914, has 
been submitted to stockholders; also a bal- 
ance sheet as of Dec. 31 last, when liquida- 
tion had been in progress 6 mos. 


U. S. Industrial Alcohol. — OPERA- 
TIONS proceeding night and day to fill 
orders. A large part of the 1916 output has 
been contracted for. Earnings expected to 
be considerably higher than 1914, making a 
div. on the common stock possible. 


United States Rubber—NET SALES for 
the yr. ended Dec. 31, 1914, were $83,678,812. 
Volume of sales understood to have been 
somewhat greater than in 1913, but the prof- 


war the business will enjoy greater pros- 
perity than for some time previous. 


United States Steel—DECISION in the 
suit against the corporation on the ground 
of restraint of trade expected any day. It 
will be made by the U. S. District Court of 
Pennsylvania and filed in Trenton, N. J., 
where the original suit was begun. Net 
earnings for March 31 quarter were $12,457,- 
809, against $10,933,170 for previous quarter 
and $17,994,381 for same quarter of 1914. 


Virginia-Carolina Chemical—NEW pos- 
sibilities in the way of manufacture of by- 
products said to have been discovered by a 
syndicate which has been buying into the 
stock of the Co. Fertilizer business poor. 
~ ca of pfd. stock div. expected this 
all. 


Wabash. — REORGANIZATION plan 
has been concluded and security holders 
have been asked to deposit their stocks or 
bonds. Fixed charges under the plan will 
be greatly reduced. Under the plan all new 
securities will be represented by stock, ex- 
cept a few notes to be issued for a special 
purpose. Approximately $95,000,000 pfd. 
stock will be issued in reorganization about 
equally divided between two classes and 
common stock to the amount of $44,000,000. 


Westinghouse Electric. — READJUST- 
MENT plan for getting rid of the Co.’s 
bonds under way. Co. desires to arrange 
itself for possible financing in future. Stock- 
holders are to be offered privileges and 
bondholders are to get some concessions 
for certain changes. 


Western Pacific—PLAN FOR purchase 
of the road by the State of California said 
to have been dropped by Governor of that 
state. Believed that upon advice he has 

















its less. Officially expected that after the concluded the plan not feasible. 
Market Statistics 

Breadth 
Dow Jones Averages’ 50 Stocks (No. 

12 Industrials 20 Railroads High Low Total Sales issues) 
Monday, April 26......... 89.44 97.69 72.66 71.32 790,800 186 
Tuesday, me ose e aban 89.13 97.33 71.88 70.71 672,400 179 
Wednesday, “ 2......... 89.78 97.73 72.40 71.16 890,200 165 
Thursday, athe ae 90.58 97.96 73.26 71.99 962,500 195 
Friday, DSR iaiivase- 90.91 97.35 73.36 72.03 985,300 182 
Saturday, es SR eee 90.78 96.94 72.94 71.90 511,700 152 
Monday, ? “Ghee bess 88.79 95.97 72.32 70.44 1,041,600 182 
Tuesday, Pee 89.22 96.16 71.47 70.41 629,100 166 
ees "Evi cce 87.52 94.80 71.62 69.52 881,600 180 
Thursday, Dy Mtoe Tivos 88.18 95.33 70.78 69.75 605,800 167 
Friday, es PP 84.41 93.53 70.87 66.43 1,245,600 178 
Saturday, _ 84.42 93.09 68.28 66.56 567,500 161 
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The Story 


Anaconda 


The Passing of Amalgamated 





By C. S. BURTON 


HE final words in one of the most en- 
tertaining chapters of stock market 
history are about to be written. 

Amalgamated Copper is very soon to take 
that trail where the footprints all point 
one way. A fund of reminiscence almost 
inexhaustible will be found in the stories 
of both sides of the life of “Copper.” 
The commanding figure of the late “‘Mas- 
ter of Standard Oil,” his daring plan to 
gain control of the world’s supply of red 
metal, his battles with the picturesque 
Heinze, now gathered to his fathers, the 
fierce onslaughts of Lawson, the legal 
battles that snarled the Courts of the 
State of Montana in an entanglement 
past unraveling, all these belong in a 
measure to the past, and antedate the ap- 
pearance of the present day commander- 
in-chief of the forces of the copper pro- 
ducers, Mr. John D. Ryan. 

It would be quite as impossible to even 
briefly tell of the present position of 
the Amalgamated-Anaconda organization 
without giving up a large portion of the 
recital to the work of Mr. Ryan, as it 
would be to write of its earlier days and 
ignore Mr. Rogers, in whose fertile and 
daring mind “Copper” was first con- 
ceived. 

It was Mr. Ryan who brought peace 
to the torn camp of Butte, who after- 
ward was the chief factor in the stabili- 
zation of the metal market and who is 
to-day the leading figure in the copper 
world and the executive head of the Ana- 
conda, soon to completely replace Amal- 
gamated. 

The movement anticipated in this dis- 
cussion marks the passing of the holding 
company in one important instance, for 
Anaconda has assumed direct physical 
ownership of the properties which it 
operates. These include, among others, 


the original Anaconda, the Boston & 
Montana, the Butte & Boston, the Par- 
rot, the Alice, and the Butte Coalition; 
the last through the acquirement of the . 
Red Metal Mining Company, the various 
corporate identities of which have now 
been swallowed by the Anaconda. 

It is not ordinarily realized that the 
shifting about of corporate pawns on 
the chess board looking to the forma- 
tion of the greater Anaconda began as 
far back as 1909 and that since that time 
Amalgamated has been gradually losing 
its reason for existence. But it is five 
years since Anaconda increased its stock 
to six million shares, and the exchanges 
were made which gave it the direct 
ownership of the companies named 
above, together with others, all of 
which will be enumerated later. From 
that time on there has been a steady 
progress made toward the building up 
of Anaconda to the point where it 
stands today, a completed organization 
that handles its entire business from the 
untouched ore in the ground until the 
metal itself finally passes into the hands 
of consumers. There is no other large 
organization in the copper industry that 
is so complete in itself, nor more free 
from wheels within wheels. 

The process, which at times has 
seemed intricate, has, in reality, been 
one of simplification. Beginning with 
the transfer, through exchange of 
stocks of the various mining proper- 
ties to the Anaconda, there followed.the 
acquirement by the Amalgamated of the 
United Metals Selling Company. This 
was the old Lewisohn organization, 
founded by Leonard Lewisohn, now de- 
ceased, and Adolf Lewisohn, now the 
head of the General Development and 
the Miami Copper Companies. The In- 
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ternational Smelting & Refining Com- 
pany, organized by Mr. Ryan and his 
associates, had purchased the Raritan 
Copper Works from the United Metals 
previous to this time, giving the Sell- 
ing Company a 40 per cent. interest in 
the refining company. This step was, 
or, rather, these steps were the primary 
moves toward getting into the one or- 
ganization the processes of smelting, re- 
fining and selling the product of the 
mines. 

By further steps, not here necessary to 
enumerate in detail, the International 
Smelting & Refining Company, the 
United Metals Selling Company and 
some securities, including 54,000 shares 
of Greene-Cananea and 150,000 shares 
of Inspiration Copper, have all passed 
through the hands of the Amalgamated 
Copper Company and into the treasury 
of the Anaconda Copper Company. The 
stock interests have been eliminated. 
Apparently as a matter of accounting 
convenience, nominal organizations have 
been created for the Smelting Company 
and the Metals Selling Company, all of 
the stock going into Anaconda’s treasury. 

Amalgamated has left to it, now, its 
ownership of Anaconda shares, of 
which it holds a total of 3,327,937, of a 
present market value of $124,787,637, 
figuring Anaconda at $37.50 per share. 
In addition to' this stock, Amalgamated 
has a certain amount of cash, the dis- 
position and amount of which is just 
now a matter of considerable interest. 
The outstanding stock of the Amalga- 
mated Copper Company is 1,538,879, so 
that as assets against this capital lia- 
bility Amalgamated has, for each share 
of its own stock outstanding, two shares 
of Anaconda and 250,179 shares over, 
plus whatever cash balance there may 
be for distribution. 

A special meeting of the Anaconda 
has been called to approve a plan for 
the changing of the par value of Ana- 
conda shares from $25 to $50 and the 
number of shares from 6,000,000 to 
3,000,000, leaving the capital stock the 
same in amount. It may be safely an- 
ticipated that it is intended to make the 
exchange of Amalgamated for Ana- 
conda on a basis of share for share. The 
announcement of the intended carrying 


out of these plans is being made as we 
go to press. The balance of, 250,179 
shares of Anaconda are offered to hold- 
ers of Amalgamated shares at par ($25) 
on a basis of one share of Anaconda for 
each six shares of Amalgamated held. 
It is estimated that there will be pro- 
vided a final cash’ dividend to Amalga- 
mated of about $3 per share. 

It therefore becomes a matter of pri- 
mary interest alike to holders in both 
organizations to know what properties 
will stand behind the 2,331,250 shares 
of Anaconda when issued; this being 
the stock issue on the new basis of $50 
per share par value. Through the work 
of the five years or more, as outlined, 
there has passed to Anaconda, owner- 
ship of by far the larger part of the cop- 
per-producing territory of Butte. It now 
owns the original Anaconda, the Boston 
& Montana, the Butte & Boston, the 
Butte Coalition—in this organization 
Mr. Ryan gathered together the Heinze 
properties, when peace was made with 
Heinze—the Washoe Copper Company, 
the Trenton, the Parrot, the Alice, the 
Gagnon, the Original, purchased from 
Senator Clarke, the Diamond Coal & 
Coke Company, the Big Blackfoot Mill- 
ing Company, a lumber organization, 
owning more than a million acres of tim- 
ber lands; the Mountain Trading Com- 
pany, the Washoe Smelter and Reduc- 
tion Works, the Great Falls Smelter, the 
International plants at Raritan, New 
Jersey, at Tooele, Utah, and at Miami, 
Arizona, the latter being a new plant 
which will handle the ores of the Miami 
and the Inspiration Copper Companies ; 
the United Metals Selling Company, 
stock control of the Butte, Anaconda & 
Pacific Railway and the shareholdings 
above mentioned in the Greene-Cananea 
and the Irspiration. 

It is not to be supposed that this is a 
detailed inventory, from which nothing 
has been omitted, but it will serve the 
purpose here as indicating what has 
been built up by the long process of 
elimination and absorption. 

This does not by any means cover 
the entire field. As these moves in or- 
ganization have been made, there has 
been an equally important task under 
way in the development work in the 
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mines. There is no new property that 
has been embarked upon a more aggres- 
sive campaign of improvement, or has 
spent money more freely to increase and 
cheapen production. 

During the past year the development 
work underground amounted to more 
than thirty-three miles. Six million dol- 
lars is now being expended in improve- 
ments and betterments. A leaching plant, 
a flotation process, the last an exceed- 
ingly important feature, and new fur- 
naces are all being installed. The leach- 
ing plant is expected to recover some 
eight million pounds of copper per an- 
num from the accumulated sand tailings, 
at a very small operating cost. The flo- 
tation process is expected to make pos- 
sible a recovery of 90 per cent. of metal 
content of the ores, as against a present 
average of about 78 per cent. This is 
particularly important, as it will add 
many millions of tons of ore to the re- 
serves of the mines, making possible the 
profitable treatment of a large quantity 
of ore which could not heretofore be so 
handled. Taking into consideration the 
new facilities and the greater saving by 
changes in treatment, Anaconda may 
fairly be expected to have a future ca- 
pacity production of 340,000,000 pounds 
per annum. 


In this connection it is proper to say 
a word about the mineral formation pre- 
vailing in Butte. It has become much 
the fashion, since the advent of the por- 
phyries, to estimate the millions of tons 
of ore available and the metal content as 
proven and to draw therefrom very com- 
forting conclusions as to the life of 
various mines of this character. All of 
this. has gone very far to place copper 
mining properties upon a much more 
strictly investment basis than was ever 
possible with older types of high grade, 
deep level mines. 

The mineral formation of Butte is 
unique—veins are often barren to a 
depth of from five hundred to a thousand 
feet, vein walls are poorly defined, with 
many pinching and bulging, and a ten- 
dency to split into smaller veins is very 
noticeable as depth is gained. The late 
Horace J. Stevens described the heart of 
the camp of Butte as a vast stockwerk, 
that is country rock, permeated with 
small stringers of ore, all rich enough to 
permit of the working of the whole at 
a profit. 

The Parrot is almost the only prop- 
erty in Butte that can be said to have 
given up all of its ores worth workine. 
Always it has been fond profitable to 
seek new supplies at greater depth. 
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Often, as in the case of the North Butte, 
sinking revealed even greater riches than 
those already extracted. It has been 
quite natural, under these conditions, 
once known, that the blocking out of ore 
bodies should not have been looked upon 
in the same light as in the case of the 
steam shovel properties. 

Anaconda’s mines have immense re- 
serves of ore of all grades. One could 
hardly speak of properties with a pro- 
duction of 300,000,000 pounds of cop- 
per annually, otherwise, and while there 
can be no doubt-of production for a great 
many years to come, there is no possible 
way in which measurement can be made 
of ore bodies, or the life of the mines fig- 
ured to a close approximation, as with 
the low grade milling coppers. To ar- 
rive, therefore, at some fairly workman- 
like estimate of the value of Ana- 
conda, one must take its earning capac- 
ity, the capital upon which it can pay a 
fair return and amortization charge. 

It has never been the practice of the 
management to give out its copper costs, 
but best authorities estimate that they 
approximate ten cents per pound. 
Taking three hundred million pounds as 
a conservative estimate of production, 
though practically this amount was pro- 
duced in 1912 and a considerably in- 
creased production may be safely count- 
ed upon during the next few years, and 
10 cents per pound as a cost basis, 
13-cent copper would mean a profit of 
$9,000,000, equivalent to $3.87 per share 
upon the new $50 shares, or about 5 per 
cent. upon the present market price of 
one share of Amalgamated or two shares 
of the present Anaconda. 

It is to be considered that these are 
figures which rather minimize the proba- 
bilities. Furthermore each cent added 
to the price of copper adds $3,000,000 


to net profit. On 14-cent copper, there- 
fore, the net would be $12,000,000 
instead of $9,000,000 and the per share 
addition would be $1.29,-making a total 
return per share of $5.16. 

in order to place before the reader 
some definite idea of the gain made by 
increases in the price of copper, we show 
in the chart on page 114 profits earned 
at prices ranging from 13 cents to 20 
cents per pound for copper, the gross 
profit and amount available per share for 
dividends and the percentage reckoned 
upon Anaconda shares on the new basis 
ot $50 per share par value. 

Taking a property of assured long life, 
as in the case of Anaconda, it would be 
fair to figure an amortization charge of 
5 per cent. per annum, which, without 
compounding, would wipe out the orig- 
inal investment in 20 years. On a 106- 
cent copper market an income return in 
addition to 5% per cent. would then be 
available, according to the tabulation we 
have made. On this basis Anaconda is 
not discounting to any great extent its 
present earnings. Just at this time it is 
probably not producing at the rate of 
more than 250,000,000 pounds per an- 
num, but it is undoubtedly realizing ap- 
proximately 20 cents for its metal, which 
would mean a profit of $25,000,000, or 
equivalent to a little better than a re- 
turn of 13.07 per cent. on an invest- 
ment of $75, for one share of Amalga- 
mated or one share of Anaconda, par 
value $50. 

In 1912, Anaconda produced 222,- 
000,000 pounds of copper. The average 
price for 1912 was 16 cents for electro- 
lytic copper. Profit was $15,000,000, in- 
dicating a profit of nearly 7 cents or a 
cost of less than 10 cents, so that the 
basis upon which we have figured is 
more than ‘conservative. 
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The Coppers to Buy 


W. C. O.—We could hardly say that any 
one copper is the best. The whole list of 
coppers seems so promising that many look 
good for an appreciation in price. You 
might scatter your purchase over the fol- 
lowing: Anaconda, Inspiration, Miami, 
Shattuck, Arizona, Isle Royal, Utah, Chino, 
Ray, Copper Range or any combination of 
them, 


Copper Convertibles 


M. C. C.—Your question presents some 
peculiar difficulties. Copper stocks in 
common with other mining stocks ordi- 
narily sell for something approximating 
their value, when they get to a point where 
they carry themselves. In other words, 
dividend-paying mining shares do not sell 
at any discount. The profits in mining is- 
sues are made by holding them through 
the development stage. It is to this feature 
that we owe the use of the convertible bond 
in mining finance. 

We would suggest that you look into the 
convertible bonds of the Granby Inspira- 
tion, Braden and Chile Copper companies. 
In these you can get an interest-bearing 
security, and at the same time secure an 
opportunity to participate in the greater 

rofits available, when dividends are earned. 

here may be a convertible bond put out 
by the Calecnet & Arizona in financing the 
development of its new property at Ajo, 
Ariz. If so, this would answer your re- 
quirements. All of these bonds sell on a 
parity with the stocks, with a slight premi- 
um on account of the income. Braden 
ought to be particularly good, as it has not 
moved in response to the strength of the 
metal, as have most of the other pro- 
ducers. It is earning very satisfactory 
profits from its present operations, and can 
hardly fail to advance in time. 

As to prices: We are having an abnormal 
metal market. Producers apparently are 
very confident that demand will be un- 
diminished when the European war is over. 
If they are right, any of the good coppers 
are cheap enough, as they are making most 
handsome profits. Right now, there is an 
unparalleled wastage of copper, which in 
the end must be replaced. The open ques- 
tion is whether the war is to be followed 
immediately by a period of reconstruction, 
or whether a time of stagnation and slow 
recuperation must intervene. 


Alaska Juneau 


S. L. A—Alaska Juneau lies adjoining 
the property of the Alaska Gold Co., and 
similarly is a very large deposit of low 
grade gold ore. hese properties lie on 
the mainland side of the Gastineau Chan- 
nel, just opposite Douglas Island, where 
are situated the Alaska Treadwell, the 
Alaska United and the Alaska Mexican, all 


of which are dividend-paying gold mines, 
and all under the same general manage- 
ment as the Alaska Juneau. 

The interests which control these prop- 
erties are headed by Messrs. F. W. Brad- 
ley and Ogden L. Mills, who have been 
also associated, for many years, in the 
Bunker Hill & Sullivan. This last-named 
property is in the Couer d’Alenes, in Idaho, 
and is the largest lead silver producer 
in the United States. The Juneau is 
the largest of the properties on _ the 
mainland. It has been in course of devel- 
opment for some years. It is now to have 
a large mill, and its success is as nearly as- 
sured as any mining property’s success can 
be said to be. The management is the 
very best. 

Gold Hill is a. many-times reorganized 
property, situated in North Carolina. It 
has been the vehicle for several more or 
less odorous market manipulations. The 
propsition does merit serious consideration 
from any point of view. 


Stewart 


F, L. C—There is a well-founded story 
to the effect that Stewart has reached, or 
is about to reach, the limits of its ore body. 
The market has been well maintained. 
Whether this means that there has been 
steady distribution or not is impossible to 
determine. There is no way of verifying 
the rumors concerning the mine, but we 
would think you would be justified in want- 
ing to see some independent engineer’s re- 
port before making any considerable in- 
vestment. 


Effect of Change in Anaconda Par 


Will you kindly advise me what, in your 
opinion, will be the effect of the change in 
the par value of Anaconda. Will this 
change benefit the holders of the stock for 
speculative purposes?—J. R. 

There will possibly be some speculative 
effect on the Anaconda stock by this 
change, although nothing definitely could 
be predicted at this time. If there were a 
readjustment, such as giving new certifi- 
cates for the old, you see they would ask 
for two old ones for one new, and the hold- 
ers would be in the same position as before. 
On the basis of the change itself, there 
ought not to be any effect, but, of course, 
no one can tell what interpretation the mar- 
ket might put on this move, and whether 
some people would think it was an oppor- 
tunity for speculation. 


Majestic 
F. C.—Majestic Mining we believe has 
little real merit, but along with the other 
copper stocks it may be in for a substantial 
rise. There seems to be developing a trend 
of speculation toward the coppers. Keep 
in touch with the Boston Curb quotations. 
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Amalgamated Copper Co.: TO BE DIS- 
SOLVED—PROPOSED STOCK EX- 
CHANGE.—A special meeting of the share- 
holders to be held on June 7, 1915, to vote 
on the question of the dissolution of the com- 
pany. It is proposed to give two shares of 
Anaconda Copper par value of $25 each, for 
each share of Amalgamated, and shareholders 
of the latter company will be given the 
privilege of subscribing for the remaining 
Anaconda shares at $25 per share, in the ratio 
of one of Anaconda for each six of Amal- 
gamated. The proceeds received by Amal- 
gamated from the sale will be used in dis- 
charging all outstanding obligations and to 
provide the payment of a cash dividend of $3 
per share. Shareholders of the Amalgamated 
of record on May 17, will be given the privilege 
of subscribing to the Anaconda stock. Rights 
expire in the United States and Canada on 
or before June 5, and by registered holders in 
Europe on or before June 15. Payment of the 
full amount must accompany the exercise of 
the right as indicated in the warrants, which 
will be forwarded to shareholders after May 
17, when the books close. A circular issued 
by Amalgamated to. shareholders _ said: 
“Fractional shares of Anaconda stock will 
not be sold under this privilege. Rights for 
at least one full share of Anaconda stock 
must be presented at the time of subscription 
and payment. Consequently, rights to frac- 
tional shares must be combined, so as to make 
up at least a full share, in order to be avail- 
able; and, except in the case of European 
shareholders, fractional warrants must be con- 
verted into full warrants on or before June 
2, and will be of no value whatever after that 
date.” The circular further said: “Anaconda 
company owns the properties in fee, has the 
general powers possessed by Amalgamated 
Copper, and is better able to seek and find 
new opportunities for mining investments, that 
should perpetuate and increase the value of the 
holdings in the future.” 


American Zinc, Lead & Smelting Co.: 
STOCK EXCHANGED FOR CONVERT- 
IBLE BONDS.—$547,000 of an outstanding is- 
sue of $549,000 of convertible 6% debenture 
bonds, due May 1, 1915, has been cancelled and 
21,880 shares of treasury stock issued in ex- 
change. Provision was further made for the 
redemption of the $2,000 bonds unconverted 
and outstanding on May 1, 1915. The con- 
version of the above issue brings the total 
arsount of the capital stock outstanding as of 
May 1, 1915, to 193,080 shares, leaving 106,920 
shares in the treasury. 


Alaska-Juneau Gold Mining Co.: CALL 
FOR SECOND INSTALLMENT.—On May 
6, 1915, the company called for the second 
and final installment of $7.50 per share, pay- 
able May 10. Subscribers were notified that 
the payment of $10 would be made in two 
installments, one of $2.50 upon allotment and 
the other of $7.50 per share upon notification. 
It was said that application would shortly be 


made to list the stock on the Boston and New 
York Stock Exchanges. 


Anaconda Copper Mining Co.: PRO- 
POSED EXCHANGE OF STOCK.—See 
Amalgamated Copper Co. 


Anaconda Copper Mining Co.: PRODUC- 
TION (April, 1915).—Production during 
April, 1915, amounted to 21,800,000 pounds 
as compared with 19,000,000 pounds in March. 


Arizona Commercial Mining Co.: EARN- 
INGS (May, 1915).—Stated that company is 
shipping 200 tons of ore per day, which, at 
present price of copper, nets about $50,000 per 
month at the smelter. Expenses are from 
$18,000 to $20,000 per month, leaving earnings 
of about $30,000, better than $1 per share on 
the stock. 


Butte-Ballaklava Copper Co.: OPERA- 
TIONS RESUMED—Reported from Butte, 
Mont., on May 3, that operations had been re- 
sumed at the company’s property, shut down 
since the summer of 1914. Mining is being 
done on all levels between the 800 and 1,600, 
and that the output would be about 150 tons of 
ore a cay, which would be gradually increased 
to I 


Butte & Superior Copper Co., Ltd.: 
PRODUCTION (April, 1915).—During April, 
1915, the company treated 43,500 tons of ore, 
from which 13,100 tons of concentrates were 
produced. This exceeded the March produc- 
tion by 600 tons of concentrates, which was 
the largest previous month. 


Butte & Superior Copper Co., Ltd.: 
STOCK TRADED IN IN NEW YORK.—On 
May 4, 1915, the committee on stock list of the 
New York Stock Exchange, under authority 
from the governing committee, directed that 
trading in the company’s stock be permitted, 
beginning Wednesday, May 5, 1915. 


Calumet & Hecla Mining Co.: DIVI- 
DEND INCREASED.—On May 5, 1915, the 
directors declared a dividend of $15 per share, 
as compared with $5 per share paid on March 
18, 1915. In the two preceding quarters no 
dividends were paid, and on June 20, 1914, 
$5 per share was paid. 


Chino Copper Co.: EARNINGS, JANU- 
ARY 1 TO MARCH 31.—Net, $890,637, inc. 
$604,705 ; surplus after dividends, $455,668, inc. 
$604,705. 

Copper Range Cons.: ANNUAL STATE- 
MENT, YEAR ENDED DECEMBER 31, 
1914.—Gross, $2,855,340; net, $906,996; surplus 
after charges, $494,600. 


Dome Mines Co., Ltd.: ISSUANCE OF 
THE STOCK AUTHORIZED.—The di- 
rectors authorize the issuance of 50,000 shares 
of stock to be offered to shareholders for sub- 
scription, pro-rata, at par, $10. Proceeds are 
to be used for development work and increas- 
ing the milling capacity. 
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Franklin Mining Co.: PRODUCTION.— 
On May 6, 1915, a telegram was received from 
the mine saying: “One thousand and seventy 
tons of Allouez conglomerate was stamped the 
week ending May 1, yielding 42,450 Ibs. of 
mineral, equivalent to 19.3 Ibs. ingot, per ton.” 


Goldfield Consolidated Mines Co.: EARN- 
INGS (March, 1915).—Net earnings for 
March were $170,965, as compared with 
$168,279 in the preceding month. neyo | the 
month the company treated 32,049 tons of ore. 


Granby Consolidated Mining, Smelting & 
Power Co., Ltd.: STATUS OF OPERA- 
TIONS.—In notifying the shareholders 
early in May, 1915, of the sale of $2,000,000 
bonds, to which they are entitled to sub- 
scribe, President Nichols said: “Operations 
at Phoenix and Grand Forks were resumed 
on a moderate scale in December and have 
since increased until work at these prop- 
erties is now in full swing. At Anyox op- 
erations have been cantinued. Until re- 
cently but two of the three furnaces were 
kept regularly running, and during part of 
the time this limited operation was at great 
disadvantage owing to shortage of power 
resulting from unusually severe winter. 
Nevertheless, results indicate that our ex- 
pectations will be fully realized. Even dur- 
ing the winter months the cost of refined 
copper in New York was not much above 
8 cents a pound. The three furnaces are 
running more steadily and producing at a 
correspondingly higher rate. Under these 
conditions, we expect that costs will prove 
lower than heretofore. Present rate of 

roduction is about 3,500,000 pounds month- 
y from both properties. The directors 
deem it wise to fund the company’s short- 
term loans, and have decided to issue $2,- 
000,000 bonds. This will leave the com- 
pany in a strong financial position.” 


International Nickel Co.: COMMON 
DIVIDEND INCREASED.—On May 3, 1915, 
the directors declared a dividend of 5% on the 
common stock, payable June 1, 1915. Previous 
dividends for the fiscal year ended March 31, 
were at the rate of 2%4% quarterly. The 
present declaration of 5% will make a total of 
12%4% for the fiscal year. 


Nevada Cons. Copper Co.: EARNINGS, 
JANUARY 1 TO MARCH 31.—Net, $704,734, 
dec. $97,007; surplus after charges and divi- 
dends, $48,704, inc. $225,748. 


Nevada Consolidated Copper Co.: PRO- 
DUCTION (March, 1915).—During March, 
1915, the company produced 4,535,192 Ibs. 
of copper, as compared with 3,210,569 Ibs. 
in February. 


Old Dominion Co.: PRODUCTION 
(April, 1915).—During April, 1915, the com- 
pany produced 1.338.000 Ibs. of copper, as 
compared with 603,000 Ibs. in March, and 
2,779,000 Ibs. in April 1914. 


Old Dominion Co.: WAGES INCREASED. 
—It was announced on May 5, 1915, that 
coincident with the rise in copper, the com- 
pany had advanced the wages of its miners, 
the new schedule affecting about 1,000 men. 


Ray Consolidated Copper Co.: PRODUC- 
TION (March, 1915).—During March, 1915, 
the company produced 5,632,168 Ibs. of cop- 
per, as compared with 4,877,762 lbs. in Feb- 
ruary. 


St. Mary’s Mineral Land Co.: STOCK 
DIVIDEND DECLARED.—On April 29, 
1915, the directors declared, along with div- 
idend of $1 per share in cash, an extra divi-- 
dend of 9,000 shares of stock of the North 
Lake Mining Co. held in St. Mary’s treas- 
ury. The payment is to be made on May 
26, 1915, and the North Lake stock will be 
distributed in the ratio of one share of 
North Lake to each 17 shares of St. Mary’s, 
a cash adjustment being made where St. 
Mary’s holdings are less than 17 shares. 


South Lake Mining Co.: DELINQUENT 
STOCK TO BE SOLD.—On May 5, 1915, 
the directors decided to notify shareholder 
delinquent on the last assessment, that the 
usual legal notice that the stock will be 
sold unless payment be made, will soon be 
issued. It was said that there were only 
1,690 shares delinquent. e 


Superior & Boston Copper Co.: SMEL- 
TER RETURNS FOR APRIL.—It was 
announced on May 6, 1915, that smelter re- 
turns of ore shipments for April showed 
the grade of ore to be better than 10% 
copper, yielding the company a profit, after 
smelter charges, of better than $20 per 
ton, with the metal at less than 17 cents. 
It is understood that the mine force has 
been doubled and ore developments are be- 
ing vigorously pushed. 


Utah Copper Co.: PRODUCTION (Mar. 
1915).—During March, 1915, the company 
produced 10,203,882 Ibs. of copper, as com- 
pared with 8,202,467 lbs. in February. 


Utah Copper Co.: EARNINGS, JAN. 1 
TO MARCH 31.—Net, $2,167,415; surplus 
after dividends, $949,048. 


United States Reduction & Refining Co.: 
BONDHOLDERS’ PROTECTIVE COM- 
MITTEE APPOINTED—It was an- 
nounced on May 5, 1915, that at the re- 
quest of first mortgage 6% bondholders, a 
committee had been appointed to represent 
the interests of the bondholders consisting 
of the following: Mortimer M. Buckner 
(chairman), Wendell P. Bowman and J. A. 
Hayes. The committee requested deposits 
of the bonds with July, 1915, and subse- 
quent coupons attached, with the New 
York Trust Co. 








Oil Stock Outlook 


By Jo. P. CAPPEAU 





HE list held well until last Friday, 
when the sudden drop of New York 
stocks, incident to the sinking of the 

Lusitania, carried the Standard Oil list, 
with few exceptions, down from $1 to 
$15 per share. 

Prairie Oil & Gas was unusually 
active, with over 1,250 shares traded, 
selling from 297 to 316 and back to 300. 
The decline in production of the Cush- 
ing Field of Oklahoma; the increase in 
runs outside of Cushing, by Prairie 
Pipe Line, with advance in prices for 
Cushing tankage and oil over last week, 
and the reported fact that the company 
were willing to contract for oil for five 
years ahead were all factors in the ad- 
vance, and leads to the expectation of 
an early advance in present official 
price for Oklahoma Oil, which would 
benefit Prairie Oil & Gas, with its large 
stocks of oil. This company report a 


production of 8,065,835 barrels for the 


year 1914, which would bring them 
over $5,600,000 at the average price for 
the year. 

South Penn Oil sold from 276 to 295 
and back to 282. The same condition 
does not apply to the Eastern company 
as to that of the West, and the margin 
of profit at $1.35 is small, but its sub- 
sidiary, the Penn-Mex Fuel Company, 
is increasing its shipments in May over 
April, and will continue to increase if 
additional tankers can be secured. 

Standard Oil Company of New York 
declared the regular quarterly dividend 
of $2 and sold from 187 to 194 on re- 
ports of increasing business this quar- 
ter, but later sold back to 190, with 
trading of over 600 shares. 

Standard Oil of Indiana, with sales 
of over 500 shares on optimistic expecta- 
tions of directors:as to business out- 
look, sold up to 448 from 430 and back 
to starting point. 

Atlantic Refining Company made a 
round trip from 5/75 to 595 and back 
again on trading of less than 100 
shares. Galena-Signal common sold at 
162, but declined to 157. 

Ohio Oil advanced from 140 to 146, 


but did not hold the advance. The 
company are preparing for active de- 
velopment of their Wyoming produc- 
ing properties during the coming sum- 
mer and will build a pipe line to the 
railroad, shipping their production to 
the refineries at Casper, Wyo. 

Anglo-American was less active and 
after the torpedoing of the Gulflight 
was weaker, selling back to 17% from 
185. 

Prairie Pipe Line sold from 137 to 
141, but lost the advance in Friday’s 
decline. As this line is assured of ca- 
pacity earnings from the balance of 
this year, it looks attractive at present 
prices. 

No action was taken on dividends at 
the annual meeting of. Illinois Pipe 
Line, and after selling at 135, it sold 
back to 127. It should be in the divi- 
dend class by the last of this year. 

Crescent Pipe Line declared the same 
dividend, 75 cents, as the previous 
quarter. 

Cumberland Pipe Line, one of the 
few exceptions on the list, gained $3, 
selling up to $49. 

Vacuum Oil sold from 215 to 227 and 
back to 214. Standard Oil Company of 
New Jersey continued to advance; 
started last week to 413, but touched 
399 on the general decline at the end 
of the week. 

International Petroleum, a subsidiary 
of the Standard Oil of New Jersey, 
through its Imperial Oil Company of 
Canada, was quite active, with sales 
close to 10,000 shares at 9% to 9%. 

The feeling is that the Cushing Field 
of Oklahoma has seen its top produc- 
tion and has started on its big decline, 
assisted by water and failing gas pres- 
sure. With prices of crude being ad- 
vanced in that field and with water 
showing in the new Marston Field of 
Louisiana, large investments in increased 
plant capacity and pipe line facilities 
by all the large companies, the gen- 
eral feeling in oil circles is more op- 
timistic than it has been any time for 
the past six months. 











Notes of the Oil Companies 





General Petroleum Co.: WELL TO BE 
DRILLED DEEPER.—It was announced 
ca April 29, 1915, that the company’s well 

H. and H. lease, Section 22, 32-24, 
Midway, was to be drilled deeper in 'the be- 
lief that with but little more drilling a big 
sand would be encountered, which would 
make a flowing well. Drilling was sus- 
pended about six weeks previously at a 
depth of 3,380 feet, where a good pumping 
sand was encountered. 


Illinois Pipe Line Co.: ORGANIZA- 
TION.—The shareholders of this company 
met on April 29, 1915, and elected the fol- 
lowing directors: J. R. Penn, Jr., and W. E. 
Badger, of Findlay, Ohio; Daniel Roach and 
William Porter, farshall, Ill, and W. A. 
Miller, of Lima, Ohio. J. R. Penn was 
elected president; W. A. Miller, vice-presi- 
dent; W. E. Badger, secretary, and J. E. 
Herr, treasurer. 


Men Oil Co.: SUIT BY MINORITY 
SHAREHOLDERS.—On April 29, 1915, an 
action was brought in the Supreme Court 
of California by minority shareholders to 
recover $1,638,362, alleging that false and 
untrue statements had been made to them 
with the purpose of causing them and oth- 
ers to sell their stock at a figure, it is 
claimed, which did not represent the value 
of their holdings, by representing that the 
property of the company was not a paying 
one, that heavy assessments would have to 
be met by the shareholders, having the ef- 
fect of inducing the plaintiffs to sell out 
when they should have held on. 


Mexican Petroleum Co.: NEW COM- 
PANY TO BE ORGANIZED FOR FOR- 
EIGN BUSINESS.—In April, 1915, Presi- 
dent E. L. Doheny, concerning contracts 
recently closed with English concerns, made 
the following statement: “We accom- 
oe everything that we went abroad for, 

ut are not ready to give out for publica- 
tion every detail as yet. We affiliated our- 
selves with some of the strongest people in 
England and clinched the sale of a very 
large amount of oil, and have opened up a 
market which will take care of all crude 
oil which we will have for sale. We have 
organized a company to transport, store and 
sell our oil. exican Petroleum Co. will 
own 50 per cent. of the stock of the com- 
pany, and the other 50 per cent. will be held 
by big foreign consumers. New company 


will build large number of new ships to 
transport oil.” 


Ohio Oil Co.: WORK BEGINNING IN 
WYOMING FIELDS.—It was reported 
from Denver, Col., on May 3, 1915, that this 
company and the Midwest Oil Co. had re- 
cently begun work in an active way in the 
Wyoming oil fields, and it was expected 
that much development work would be done 
in the succeeding few months. It was ex- 
pected that pipe lines would be laid from 
the wells to the Chicago, Burlington & 
Quincy R. R. Co., and oil shipped by tank 
cars to Casper, Wyo., where the refineries 
of the Midwest Co. and the Standard Oil 
Co. of Indiana are located. 


Potter Oil Co.: PRODUCTION TO BE 
INCREASED.—It was reported on April 
29, 1915, that the company was arranging 
to immediately increase the production of 
its lease by the drilling of six new wells. 


Texas Co.: RIGHTS LISTED IN NEW 
YORK.—On May 4, 1915, the New York 
Stock Exchange admitted the company’s 
rights to dealings. 


Union Oil Co. of California: DIVIDENDS 
TO BE RESUMED EARLY IN 1916.—It 
was reported from Los Angeles, Cal., on 
May 1, 1915, that the dividends would be 
resumed early in 1916. An official of the 
company was quoted as saying that its af- 
fairs were then in better shape than for the 
preceding four or five years, and that the 
indebtedness had been reduced and other 
steps taken to place it on a firm financial 
basis. 


Union Oil Co.: EXPIRATION OF 
LEASE.—It was reported from Taft, Cal., 
on May 1, 1915, that the lease of land from 
the Midway Oil Co., having expired, the 
company was moving its personal property 
from the land. It was said that the Mid- 
way Oil Co. refused a proposition to renew 
the lease. 


Wayland Oil & Gas Co.: STOCK LIST- 
ED ON NEW YORK CURB.—On April 
30, 1915, the Listing Committee of the New 
York Curb Market Association admitted to 
quotation, when, as and if issued, the 60,000 
shares of preferred stock of this company, of a 
par value of $5 each, of which 20% has been 
paid. 
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How to Detect Distribution of Stocks 


Some of the Characteristics of a Culminating Market 
By G. C. SELDEN 


(Continued from issue of May 1.) 


HEN a bull market reaches its 
culmination, and especially after 
it has passed that point, it 

is noticeable that the bull news _ be- 
comes less and less reliable. When 
the market began its upward course 
there were legitimate reasons for ad- 
vancing prices. Few of these reasons, 
perhaps, were visible on the surface of 
things, but to those who understood the 
situation thoroughly and could exercise 
a certain amount of foresight, the rea- 
sons were there. 

Low money rates usually form one 
of the first reasons why prices begin 
gradually to rise. But low money 
rates do not appeal strongly to the 
day-to-day speculator. They appeal 
primarily to the investor. Prospects 
tor a slow growth of general business 
often afford another reason for the be- 
ginning of a bull movement. These 
prospects, also, do not appeal to the 
active trader—nothing that is “slow” 
appeals to him. Moreover, he does not 
usually exercise much foresight, and 
the long look ahead is always neces- 
sary when prices begin to rise from a 
low level. 

Such news as that in regard to 
money rates and general business con- 
ditions does not admit of much modi- 
fication in passing from mouth to 
mouth or from newspaper to news- 
paper. The important facts are shown 
by statistics which are gathered by re- 
sponsible agencies. 

The same is true in regard to the 
news of the earnings and prospects of 
individual corporations. The stocks 
which lead the bull market always do 
so for sound reasons. At the time 
they begin to rise, buyers are mostly of 
the investment or speculative-invest- 
ment class, and such people buy on 
facts, not imagination or irresponsible 
rumors. 

For example, in the recent bull mar- 





ket Bethlehem Steel was the leader 
and justly so, for during the two pre- 
ceding years it had averaged nearly 
30 per cent. earned on the common 
stock, yet that stock sold at 30 last 
July and at 40 last December. 

1 showed in the last issue how the 
character of the buyers changes as the 
bull market progresses. In exactly the 
same way, the character of the news 
changes along with the buyers. It is 
not necessary to stop now to inquire 
which is cause and which is effect— 
doubtless the casual relation is recip- 
rocal. Less and less is heard, as prices 
rise, of the solid basis on which ad- 
vancing prices rest, and more and 
more is heard of the more sensational 
and alluring prospects which are to 
bring still higher quotations. 

Reverting again to recent condi- 
tions, how much was said, during the 
excited markets of April, about the 
money market? You will be surprised, 
if you let your recollection run over 
the news of that period, to find how 
small a part of it had to do with money 
rates. Likewise, very little weight was 
placed on the actual statistics of busi- 
ness conditions. And how much was 
heard about the earnings during past 
years of the stocks which were jump- 
ing five or ten points a day? 

HOW EXAGGERATION CREEPS IN. 


In the medium stage of the bull mar- 
ket the news, while somewhat differ- 
ent in character from that which at- 
tracted most attention at the start, is 
nevertheless for the most part reliable. 
But as public interest increases and 
the speculative element becomes more 
and more important, a note of exag- 
geration creeps into the news. 

At low prices exaggeration would be 
useless and would defeat its own pur- 
pose, because it would not be believed. 
In fact, even the truth is scarcely be- 
lieved when everybody is bearish. Re- 
ports of improved conditions are 
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greeted with skepticism, even though 
they may be entirely reliable and 
worthy of credence. At high prices 
all this is changed. Readers every- 
where have an appetite for bull news 
—and the public generally gets what it 
wants in this line, if not in price move- 
ments. 

If the United States Steel orders are 
reported as increasing 250,000 tons 
when prices are still low, attention is 
called to the fact that, even after this 
moderate increase, the orders are still 
smaller than in the corresponding month 
for last year. But a similar increase 
toward the close of a bull market is 
thought to indicate a strong upward 
tendency. Orders for the last few days 
have been coming in at a faster rate, 
various corporations are reported to 
be considering the placing of a large 
tonnage in the early future, and so on. 
It is all in the point of view, the state 
of mind of the writer of the reports 
and of the reader—not to mention the 
state of their accounts with their 
brokers. 

At length the point is reached where 
it becomes more difficult to advance 
the prices of stocks. The floating sup- 
ply has been increased by the gradual 
profit-taking of scattered investors, or 
perhaps by foreign selling, or in some 
cases by the action of large speculative 
interests in feeding out their lines of 
long stocks—a process which almost 
always takes place while prices are 
still strong and the public demand 
good. j 

This is also exactly the point where 
the largest number of persons are long 
of stocks and hence the largest num- 
ber are anxious to get the market up. 
A man who is long of American Loco- 
motive, for example, is willing to be- 
lieve—and especially to have others 
believe—almost any story about the 
big profits likely to be earned by that 
corporation. When hundreds or thou- 
sands of speculators are long of every 
prominent stock on the list, bull news 
spreads rapidly and grows in the 
spreading. 

This condition accounts for the 
many unfounded or highly exagger- 


ated rumors that gain currency during 
the last stages of a bull market. Tak- 
ing an example from present condi- 
tions, perhaps some European nation 
asks five different American companies 
for bids on $50,000,000 worth of war 
supplies. That is good enough to bull 
five different stocks on. In regard to 
each company it is reported, perhaps, 
that a very large order for war ma- 
terials is in prospect; the amount is 
not known, but it is reported “on good 
authority” that it is not less than 
$50,000,000, perhaps even larger. 

Then it may be that two of these 
companies are not in a position to han- 
dle the entire order themselves and 
they ask other companies to submit 
bids on sub-contracts. Here is ma- 
terial for war order stories on two 
more stocks. The fact that this busi- 
ness would be sub-let by other Ameri- 
can companies is probably overlooked 
in transmission. On this basis the total 
of war orders reported would be about 
$300,000,000. In the end the European 
nation may place perhaps half of the 
original $50,000,000 inquiry with two 
or three of the companies asked to 
submit bids. 

In other bull markets inspiration has 
been drawn from varied sources. In 
the wonderful buying craze of 1901— 
the greatest ever seen in Wall Street 
—“buying for control” was the key- 
note. The big interests did compete 
for control of several important rail- 
roads, putting prices to unreasonable 
figures in doing so. The natural re- 
sult was that similar stories were in 
circulation about a great many other 
roads, without any just foundation. 

“Melons” are another fruitful source 
of bull ammunition at such times. 
When the bull market of 1912 was cul- 
minating, stories were in circulation of 
prospective melons to be cut by half a 
dozen of our principal railroads. One 
was cut, but the others proved illu- 
sory. But, in the meantime, the rumors 
had served their purpose of inducing 
buying by day-to-day speculators, en- 
couraging the outside public to hold 
its stocks while further distribution 
was in progress, scaring in some of the 
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shorts and making a lot of other peo- 
ple who would have liked to go short 
afraid to take the risk. 


DURATION OF DISTRIBUTION, 


How long distribution lasts depends 
on a great variety of conditions. Run- 
ning back over some recent markets, 
the distribution in the fall of 1912 
lasted from September 23 to October 
19. The bear market which followed 
continued until June 10, 1913. Accu- 
mulation began about June 5 and con- 
tinued until July 15. 

A minor upward movement followed 
which culminated in a small distribu- 
tion lasting from September 12 to 23. 
About November 10 a sort of minor 
accumulation began again and _ this 
lasted until December 17, throughout 
a series of very narrow markets. This 
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was followed by a short upward move- 
ment, which carried prices a little 
above the high point of the preceding 
September. Distribution in this case 
continued from about January 22, 
1914, to February 5. The decline 
which followed ended with the closing 
of the Stock Exchange on account of 
the war July 30—an event which was 
unexpected by even the big banking 
interests and doubtless interfered with 
the customary regularity of their ac- 
cumulation and distribution. 

After the exchange reopened little 
was visible, except uncertainty, until 
February 12, when accumulation ap- 
peared to begin, lasting until March 
20. It is too early at this writing to 
analyze the distribution which is now 
probably in progress. 

(To be continued.) 
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A MARKET TORPEDOED | 


Why and How the Lusitania Disaster Broke the Market 
By NORMAN N. MERRIMAN 


1X’ hundred thousand shares dealt in 

S in one hour; a break of twenty 

points in Westinghouse and twenty- 
five points in Bethlehem Steel; declines 
of three to ten points all through the list; 
all these because the Lusitania had been 
sunk, 

Many a man in Wall Street seeing the 
pandemonium that reigned, asked the 
question, “Is Westinghouse worth less 
now than it was an hour ago?” Or per- 
haps the query ran, “What has the sink- 
sinking of a British ship to do with the 
value of the Union Pacific common?” 

Changes in the prices of securities are 
influenced by many factors, chief among 
which the following may be mentioned: 

1.—Earning power. 

2.—Property values. 

3.—Dividends. 

4.—Technical factors. 

5.—Sentiment. 

The first three of these factors have 
been discussed time and time again. The 
last two are dealt with to some extent 
in financial papers, although they are 
more often neglected than not. But 
these two factors were the ones almost 
entirely responsible for the small panic 
that followed the sinking of the Lusi- 
tania. 

The rise in the market which began 
in February last and continued almost 
uninterruptedly until the latter part of 
April, was to some extent due to the 
feeling on the part of the public that 
Germany was beaten, and that it was 
only a question of time before she would 
sue for peace. Consequently, the news 
that the German submarines had been 
able to elude the watching British vessels 
and strike down the pride of England’s 
merchant marine was a shock in more 
ways than one. It brought home to 
many who had not hitherto realized it, 
the danger that this country might be 
drawn into the war, and spoke whole 
volumes for the inefficiency of the man- 
agement of British naval affairs. 


From the standpoint of international 
law the sinking of the Gulflight ten 
days before the torpedoing of the 
Lusitania, was much the worse of the 
two incidents. The Gulflight was an 
American vessel and manned by a crew 
of American citizens. The Lusitania, 
on the other hand, was an auxiliary ship 
of the English navy, flying the British 
flag, and carrying a contraband cargo to 
a port of the enemy. Germany undoubt- 
edly could make a far better case in jus- 
tifying her sinking of the Lusitania 
than she could out of the Gulflight’s de- 
struction. But when the American boat 
was sunk there was only an insignificant 
reaction in the market—the sinking of 
the British vessel was the signal for a 
terrific break. 

The logician may find no basis for 
such movements in the market, but the 
psychologist will. If there was not a 
thoroughly logical cause for the reaction, 
there was at least an excellent psycho- 
logical reason. The Gulflizht was a 
small steamer, of which 99 per cent. of 
the American public had never heard, 
and which was engaged in the prosaic 
business of transporting gasoline. The 
Lusitania was one of the first of the 
great ocean leviathans. She was known 
from the Atlantic to the Pacific as hav- 
ing no peer for speed, size or magnifi- 
cence. Much publicity had surrounded 
her departure and everyone knew that 
many well-known and wealthy Ameri- 
cans were on her passenger list. The 
sinking of the Gulflight might easily be 
forgotten after a few diplomatic inter- 
changes; but the sinking of the Lusi- 
tania could never be forgotten. Thou- 
sands of people felt that this outrage 
could not possible be passed over by this 
government. 

Whether or not a war might result 
from this incident is not in the province 
of this article. Nevertheless, even had 
a war seemed absolutely certain, strict 
logic would seem to require that certain 
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stocks would at least have remained 
firm. The stocks of those companies 
which have recently advanced because 
of the large profits the corporations will 
make as a result of foreign war orders, 
should, logically, be strong on the the- 
ory that the entrance of this country 
into the war would mean further large 
war orders. Nevertheless, these stocks 
were the ones in which the most violent 
declines occurred. Bethlehem Steel, 
Westinghouse, New York Air Brake, 
Crucible Steel, and American Locomo- 
tive suffered more severely than any 
others. Leading railroad stocks were 
firm by comparison. 

The reason for the rapid decline in the 
special issues mentioned is purely tech- 
nical, The general market had been very 
active for some time, and great advances 


were scored by many war issues. Spec- 
ulators had pyramided their holdings ot 
these specialties to such an extent that 
the market was top-heavy. Everyone 
was ready to sell on the first favorable 
opportunity in order to secure profits. 
On the first unfavorable news everyone 
rushed to sell in order to prevent losses 
from occurring. This great volume of 
selling uncovered many stop-loss orders, 
and as the decline occurred so quickly 
that there was no opportunity for short 
selling, the market had no buying orders 
of consequence under it, so that it took 
only a few minutes for the decline to 
occur. The decline was not checked 
until practically all the weak long inter- 
est had been eliminated, and until prices 
had gone so low that there were no 
fresh stop-loss orders uncovered. 





On “Scalping” 


By “BR” 


HE inquiry of “E. C.,” in a recent 
issue of THE MAGAZINE OF WALL 
STREET, raises a point which is 

frequently misunderstood. Consider- 
ing the conditions under which office 
traders must operate, it does not seem 
probable that “scalping,” deliberately 
undertaken as such, would pay very 
well in the long run. Every active 
trader will necessarily find that he has 
often taken scalping profits (or made 
scalping losses), but these are mere 
technical incidents, and he should not 
trade except in the hope that some- 
thing more than a scalp is in sight. In 
fact, it is not easy to see how a rea- 
soned decision to make a commitment 
can be arrived at without implying the 
existence of such a hope. 

Before any such trade can be justi- 
fied (as based on more than a blind 
guess), two things must be more or 
less clearly diagnosed: (1) The direc- 
tion of the next swing, and (2) the 
selection of the “best bet.” 

The market (and each individual 
component of it) is always either 
swinging from one price-level to 
another, or fluctuating around a limit- 





ed price-range during which it may be 
said to be in a “trading area.” Within 
such area the fluctuations may be nu- 
merous or few, and such as do occur 
may or may not frequently approach 
the limits of the area, either way. 
Neither the intensity nor the frequency 
of these fluctuations can be forecasted, 
and by the time the limits of the “trad- 
ing area” have become apparent it is 
probable that a diagnosis will have 
been made as to the direction of the 
next swing. And the very next fluctu- 
ation may be the one with which the 
swing starts. 

It follows that it is not sound rea- 
soning to “sell every time it gets up 
around 53 and buy every time it is 
near 50.” The trader should be either 
bullish or bearish whenever he has a 
definite trading vpinion, and while his 
opinions are only in the formative 
stage he should be neither—and neither 
buy nor sell anything. 

While and so long as a stock is fluc- 
tuating within a limited area it is tend- 
ing to become overbought or oversold, 
and the natural result is a swing be- 
yond that area. The selection of the 
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best stocks to take on evidently im- 
plies the picking out of that stock, 
which shows the clearest signs of such 
an impending move. 

Scalping trades arise, largely, in con- 
sequence of delay in the starting of the 


move. It sometimes happens, of 
course, that opportunities of making 
quick turns, based on the particular 
conditions of the moment, arise. But 
as a general proposition it is safe to 
say a trader who is bullish should not 
sell short, and vice versa, and that he 
should not allow himself to act as if 
he were either bullish or bearish until 
and unless he has arrived at a bullish 





or a bearish diagnosis as to the next 
swing. 

Impatience is presumably responsible 
for a good many trades being made, 
and impatience is not very excusable, 
even in so fluid-minded a man as a con- 
stant trader. 

As I have said elsewhere, I doubt if 
I have ever known a week during 
which I could not have arrived at a 
reasoned-out guess as to an impending 
swing. I am bound to admit that | 
have also very often found that my 
guess, even when correct, was also 
very “previous” and I have had to be 
a “scalper” in spite of myself.—B. 





Technical and Siscsltancous Inquiries 





Why July Wheat Sells Below May 


The article in your April 17 issue, “How 
the Odd Lot Wheat Trader Can Make 
Money,” is very interesting; but as I have 
never dealt in grain or cotton futures, there 
are a few points I would like to have explained 
to me. 

For instance: May wheat is selling in 
Chicago at $1.57; July wheat is selling in 
Chicago at $1.24. I cannot understand why 
this difference of 33 cents per bushel, for 
delivery only two months later. 

I am bearish on wheat, but I cannot see 
how I could make any money by contract- 
ing to deliver wheat in July at $1.24 when 
it is selling now at $1.57. It strikes me that 
conditions would have to be extremely fa- 
vorable to cause a drop of 33 cents per 
bushel in wheat in two months. If you will 
kindly explain this to me, I will appreciate 
it.—R, F. 

July wheat sells at a considerable discount 


under May wheat, because it is-a new crop 
option. It will not be possible to deliver 
any of the wheat raised in 1915 on May 
contracts, which end with the last day of 
May, but by the last of July a good deal 
of the new wheat. will be available for 
delivery. 

As the present supply of wheat in the 
country is small, the great increase in sup- 





ply, which will come when the new crop is 
marketed, may naturally be expected to re- 
sult in lower penne this reason the 
July option se 

May option. 


Is considerably below the 


Loans and Deposits 


Referring to the chart of Loans and De- 
posits of New York Banks in your book 
“Investing for Profit,” will it pay me to 
keep this diagram up to date and try to 
craw conclusions from it?—N. C. 

Yes. The reorganization of the banking 
system since “Investing for Profit” was 
written has changed the situation somewhat 
in regard to excess of deposits over loans. 
This index cannot now be used in exactly 
the way explained in that book. It is prob- 
able that the excess deposits in New York 
banks will now be less, under any condi- 
tions, than they were formerly. The stu- 
dent, however, should keep up this chart 
and watch the changes carefully. In the 
course of a year or two it will undoubtedly 
be possible to get a line on the actual con- 
ditions under the new system so that the 
chart may prove as useful as before. 





Discretionary Orders 


T. L.—We think it is never advisable to 
give discretionary orders to your broker. 
Under some circumstances you might have 
confidence enough in some person to author- 
ize him to place orders for your account. 
This would mean turning the management 
of your account over to him entirely be- 
cause you believed he could manage it bet- 
ter than you could. Naturally you would 
not do this unless you had absolute proof 
that he was capable of making money for 
you. 

Leaving discretion in the hands of your 
broker in regard to the execution of orders 
is a very bad policy. This is plainly shown 
by the fact that the best brokers will not 
accept such orders under any condition. 
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The customer is apt to feel that the broker, 
being on the ground and constantly watch- 
ing the market, can use better judgment 
in regard to small fluctuations than the 
customer can. In some cases this may be 
true, but those cases are so few that the 
only satisfactory rule is never to leave dis- 
cretion to your broker, but make all your 
orders definite. 


“Investing” on Margin 


I am thinking of holding some stocks on 
a 15 or 20 point margin, in 5 or 10 share 
lots, with a view to taking profits on ap- 
preciated value within a reasonable time 
and also covering interest charges with the 
dividends. The stocks I have in mind are: 
Southern Pacific, American Can preferred, 
American Woolen preferred, Republic Steel 
preferred, Kansas City Southern preferred 
and common, Central Leather common. 

Do you consider this a safe procedure at 
this time, and what is your opinion of the 
stocks mentioned for this purpose?—A. M. 

Your proposed procedure is all right if 
you make the margin 20 points and buy 
after a considerable decline in the market. 
Operating on a margin, of course, is never 
an absolutely safe action, but a 20 point 
margin on these stocks is fairly conserva- 
tive. You have a good selection, and one 
in which you should get action when the 
market advances. 





Scale Orders—Philosophy of Resis- 
tance Points 


I'd like to know if manipulators always 
buy or sell on a scale—if so, what scale; that 
is, 1 point, or % point, or otherwise? I am 
interested to know just why supporting 
prices, when once broken, are usually fol- 
lowed by lower prices. Is this because 
orders to buy around those supporting 
prices have been withdrawn by insiders or 
large operators? Why does the market 
generally halt at or around former support- 
ing or resistance points or former lows and 
highs, which may be months or even years 
ago? If in the first case it is due to with- 
drawal of support around particular prices, 
then to what is it due in the latter case? 
Support around given prices cannot well be 
thus continued without withdrawal, year in 
and year out. I find that the law of support 
and pressure and “break-throughs” works 
out remarkably well even in % point charts 
of individual stocks. But I want to know 
the why and wherefore of it, so I can get a 
better insight into that law.—M. L 

Manipulators do not necessarily buy or 
sell on a scale. They often place large 
orders at the market which cause sharp ad- 
vances or declines in prices. It is very 
common, however, for them to buy or sell 
on a scale because a large line of stocks can 
be accumulated or sold in that way more 


easily and with less publicity than by plac- 
ing market orders. 

In regard to supporting points, or points 
of resistance, we are inclined to believe that 
the real philosophy of this matter is the ef- 
fect on the minds of investors and specu- 
lators. Those who are closely watching the 
prices of different stocks have in mind high 
or low prices previously reached, and when 
these prices are again approached they are 
influenced by that fact in their market ac- 
tion. 

For example, suppose Union Pacific, after 
a considerable advance, approaches the high 
point of the previous year. A great many 
investors will notice this fact and some of 
them will conclude that it is a safe plan to 
take profits around this high point. This 
may cause a temporary hesitation in the 
price movement. If, however, the advance 
is renewed and the price goes over the high 
of the previous year, a number of speculat- 
ors who have been watching the market 
closely may be induced to buy because it has 
broken over this resistance point. 

There are times, undoubtedly, when so- 
called supporting orders are placed around 
a certain figure, or when scale orders are in 
the market, so that the more the price goes 
down the more stock is bought, making a 
further decline more and more difficult. But 
this is, by no means, always the case, and in a 
great many instances, probably the ma- 
jority, we are inclined to believe that the 
explanation is psychological, as above ex- 
plained. 





From a News Stand Buyer 
THE MAGAZINE oF WALL STREET: 
Gentlemen.—If the succeeding numbers 
are as “Meaty” as this first number that I 
have seen, you can count on me as a per- 
manent subscriber.—L. M. W. 


Bought General Motors at 60 


THe MAGAZINE oF WALL STREET: 

Gentlemen.—On strength of this maga- 
zine showing earnings of General Motors 
in “The Bargain Indicator,” I bought con- 
siderable January, 1914, at 42 to 60, and 
still have it. This is the best recommenda- 
tion I know how to give you.—J. G 


A Weekly 

Tue MAGAzINE oF WALL STREET: 

Gentlemen.—As the oldest and most 
“persistent” subscriber to the “best finan- 
cial” magazine published, please allow me 
to compliment and commend the change to 
“Twice a Month.” If you were to make it 
“weekly,” I believe it would be appreciated. 

I appreciate your efforts and your maga- 
zine more and more, as the years go by, 
and it becomes more apparent that you are 
doing real conscientious and meritorious 
work in your field, Yours truly.—E. M. 
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When to Buy Cotton 


How Price Movements Discount Important Crop Developments 
_ Before They Are Published 


By P. S. KRECKER 





HEN to buy cotton is one of 
those. questions which it is im- 
possible to answer categorically. 

It is easy to advise buying when 
the staple is cheap and selling when 
it is dear, but “cheap” and “dear” 
are relative terms. Judgment, based 
on information at hand, must come 
into play. However, there are several 
fundamentals which should not be 
_ ignored by the prospective operator. 
Cotton ‘s a staple commodity and its 
value, .erefore, is determined broadly 
by the size of the crop on the one 
hand, and the activity of consump- 
tion on the other. The seed is sown in 


the spring of the year, the plant ma- 


tures in the summer and the fibrous 
staple is picked in the fall. Marketing 
begins almost simultaneously with 
picking and continues all through the 
winter and less actively throughout the 
crop season. The futures market re- 
sponds to every turn in the fortunes 
of the crop from seeding time through 
the vicissitudes of the weather, the haz- 
ards of the picking season, until it 
comes to the ultimate consumer. As 
the fortunes of cotton wax and wane, 
so does the futures market rise and fall. 
Since cotton is picked and ginned in 
the fall of the year the supply of the 
staple is largest in the winter. Dis- 
tribution goes on actively throughout 
the winter and well into spring until 
by summer most of the old crop has 
been absorbed. Other things being 
equal, therefore, the price of cotton 
should be relatively lowest in the win- 
ter season and highest in the interim 
between the marketing of the remnant 
of the old crop and the maturity of the 
new. And it will be found, if the his- 
tory of the futures market is retraced, 
that, with the exception of abnormal 
years, such has proved to be the case. 
So true is this that it might be laid 


down as a general principle that cotton 
contracts should be bought in the mid- 
winter season and sold in mid-sum- 
mer. A study of the price movements 
of cotton during the past 12 years 
shows that never throughout that 
period has the value of contracts failed 
to advance between March 1 of each 
year and the succeeding July. In some 
instances this advance was compara- 
tively insignificant, not amounting to 
more than half a cent a pound or $250 
on a contract of 100 bales; at other 
times it amounted to as much as 4 
cents a pound. Study of the charts dis- 
closes no general rule bearing either 
on the extent of the advance nor the 
time of its culmination, except that the 
advance almost invariably reached its 
zenith prior to the end of July of the 
same year. In only one of the years in 
question did the movement proceed 
with slight interruptions to still higher 
levels. As a general rule the reaction 
was very decided. 

One of the first lessons for the unin- 
itiated to learn is that the cotton fu- 
tures market, being a speculative me- 
dium, discounts the future rather than 
the present or the past. Large trade 
houses and astute operators spend 
much time and money in endeavoring 
to beat the government experts to it— 
to use a slang phrase—on information 
regarding the crop. They employ pri- 
vate investigators to keep them posted 
from day to day and frequently are 
well acquainted with the probable con- 
tent of government reports some time 
before the latter appear. Trimming 
their speculative ship accordingly, they 
anticipate the market effect of official 
information. As might be expected 
the price movement responds to their 
operations and usually discounts im- 
portant crop developments before au- 
thoritative reports on them are pub- 
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lished. For example, the cotton futures 
market just now is discounting an ex- 
pected heavy reduction in acreage to be 
planted the forthcoming season, al- 
though the government will not issue 
its official estimate on cotton acreage 
until next July. By the time that re- 
port is published the price of contracts 
may have discounted or even over-dis- 
counted all that it is expected to show. 
Not realizing this market habit of dis- 
counting the future, the unwary out- 
sider is quite prone to defer assuming 
a position in the market until after the 
government information has been made 
public. Then he acts on what it shows 
on its face, with the result that the 
skilled professional unloads on his con- 
tracts purchased much cheaper in an- 
ticipation of what was to come. To 
the surprise of the inexperienced one, 
the market reacts on news which he 
had believed would advance it. 

One of the elementary principles of 
successful speculation in cotton op- 
tions is to sell on the bulges and to 
buy on the breaks. A market may and, 
not infrequently, does react sufficiently 
to wipe out the customary original 
margin before it starts on an advance 
of several hundred points. It is espe- 
cially dangerous to buy cotton when 
bullish enthusiasm is at its highest 
pitch and the market is making spec- 
tacular advances. Its fluctuations are 
likely to become violent in periods of 
extreme activity and the risks of trad- 
ing are correspondingly increased. 

These conditions are often created by 
every trick and device known to clever 
professional operators for the express 
purpose of tempting the outsider to 
plunge into the market and purchase at 


seriously inflated prices what the pro-- 
fessional would like to sell. Never try 
to catch the “turns” of the market. 
There is no more certain way of losing 
money. Having studied the situation 
and determined what position to take, 
stick to it. Profits may be slow in com- 
ing and market may go against you for 
a while, but in the end you will find that 
your chances of coming out ahead are 
much better than if you jump in and 
out of the market in a desperate effort 
to guess it. 

Don’t try to pick the very top of an 
advance; if you do you run the risk of 
over-staying your market. Successful 
operators rarely get out of a market 
every dollar of profit they might have 
gotten out of it, but conversely they 
usually get something out of it. It is a 
good policy for the trader whose com- 
mitment shows him a reasonable profit, 
to take it unless there is every reason to 
believe that the trend still is upward. 

Probably the worst mistake of any 
made by the inexperienced is to take a 
“flier” in cotton. They hear it “is going 
up” and without investigating, buy— 
often at the very pinnacic of the move- 
ment. They get hung up with a con- 
tract that nobody wants—at that price— 
and gradually the market declines, with 
no chance of recovering, until eventually 
the man who took the “flier” liquidates 
at a serious loss. Finally, study sta- 
tistics but do not stake all on what they 
show. Many other elements enter into 
the making of the cotton market be- 
side facts and figures. 

After all, they tell what has happened 
rather than what is going to happen. Of 
cotton especially is it true that “there are 
lies, d lies and statistics.” 








WHAT YOU HAVE WANTED TO KNOW ABOUT “PRIVILEGES ” 


How to Trade 


. In 
Wheat Privileges 
Why “Bid” and “Offer” Market Gives Careful Speculators Security 
Against Undue Risks 


By RALPH H. SPENCER 


N a sense every successful spec- 
ulator is an opportunist. He wins 
because his mind is open at all 

times. He is quick to sense every 
kaleidoscopic change in a _ market 
situation and to take advantage of 
it. Trading in wheat privileges has 
fascination for the alert operator be- 
cause the element of chance enters into 
it to a peculiar degree and there is con- 
stant opportunity to exercise shrewd 
judgment of the market while the con- 
stant shifts in values change the specu- 
lative scene continually and call into 
play every mental faculty. 

Inasmuch as many otherwise well 
equipped commission houses ignore the 
privilege market entirely, it perhaps 
should be explained that they are the 
same thing as “Puts” and “Calls” on 
stocks, but instead of going by that 
more or less familiar designation they 
are known among grain traders as 
“bids” and “offers.” They also often 
are described as “ups” and “downs.” 
But grain privileges are handled on an 
entirely different basis from privileges on 
stocks. “Puts” and “Calls” are not a 
recognized part of the business of the 
New York Stock Exchange and are en- 
tirely in the hands of outside brokers. 
On the other hand, grain privileges are 
a regular part of the business of the 
Chicago Board of Trade, which gives 
them a separate market every day right 
after the close of the contract market. 

There, brokers representing the most 
important houses in the grain trade, buy 
and sell “bids” and “offers” on wheat, 
corn and oats every afternoon. They 
are usually sold from day to day or 
from week to week. There is an 
established price for them. They can be 
bought for $5.25, including brokerage 


charges, while they net the seller $4.75 
after deducting these fees, these mini- 
mum figures representing privileges on 
contracts of 5,000 bushels, which is the 
unit of transactions on the Chicago 
Board of Trade. As wheat has the big- 
gest market on the regular board, wheat 
privileges monopolize the attention of 
privilege traders, and in this article at- 
tention will be confined to them, al- 
though it should be well to understand 
that in a lesser degree whatever is said 
of wheat privileges also applies to those 
on corn and oats. 

“Bids” correspond to “Puts,” and the 
holder of a “bid” has the privilege of put- 
ting or selling wheat to the seller of the 
bid at the price specified and within the 
time defined, usually 24 hours. The 
holder of an “offer,” on the other hand, 
has the privilege of calling or buying 
wheat from the seller of the offer at a 
specified price and within a defined time. 
The primary purpose of this speculative 
device is to afford operators in wheat 
contracts an opportunity to “hedge,” 
that is to protect themselves against pos- 
sible losses. Thus if an operator has 
sold wheat for future delivery and is 
therefore short of the market, he can 
limit his risk through a rise in the mar- 
ket by purchasing an “offer” for the 
amount of wheat he has sold, which will 
give him the privilege of calling for his 
wheat or a future contract to cover it if 
the market closes at or above the speci- 
fied price at the end of 24 hours or, 
sometimes, at the expiration of a week. 
To explain more fully: a trader, desig- 
nated for convenience as “A,” may have 
sold 5,000 bushels of July wheat at $1.30, 
but the market may indicate rising ten- 
dencies. To protect himself he buys an 
“offer” from “B” for 5,000 bushels of 
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wheat at $1.35, good for 24 hours. If 
July wheat advances the next day and 
closes at, say, $1.38, “B” is under obli- 
gation to sell it to “A” at $1.35, so that 
the latter limits his losses to 5 cents a 
bushel, whereas without that protection 
he might lose 8 cents a bushel. 

“Bids” are used for the reverse proc- 
ess of that mentioned. “A” may be long 
of July wheat at $1.30 and the market 
may show declining tendencies. To pro- 
tect himself he buys a “bid” on July 
wheat at $1.28, good for 24 hours. If 
the market closes the following day at 
$1.27, “A” can put his wheat to “B” who 
sold him the “bid” at $1.28, losing only 
the difference between $1.30, which he 
paid for his contract, and $1.28 which 
he put it to “B” for, or 2 cents a bushel. 

An illustration from actual experience 
of the usefulness of privileges may prove 
interesting. A New York trader, who 
for the sake of the story shall be known 
as Smith, was short of September wheat 
last summer, just prior to the outbreak 
of the European war, having sold it at 
834%. Towards the close of July, storm 
clouds were rising fast in Europe and 
the wheat pit began to take alarm, prices 
gathering strength daily. News from 
abroad was very bullish on Monday, 
July 27, and wheat closed strong at 84 
for September option. After the close 
the “bid” and “offer” market was active 
and prices unusually wide. Offers were 
quoted around 86 to 86%. Smith did 
not like the looks of things at all and 
promptly made up his mind to buy of- 
fers against his short wheat. Instead of 
buying just sufficient to cover, he doubled 
the amount. The next day the wheat pit 
boiled and prices shot up nearly 9 cents 
a bushel. The close was excited at 92% 
cents for September. Smith exercised 
his privileges, buying in his short wheat 
at 86%, which was the “offer” quota- 
tion the night before, and taking up con- 
tracts for equal amount, making him 
long on this at 86%. He thus covered 
his short wheat at a loss of only 3 cents 
a bushel against a possible loss of 8% 
cents, while he was long Tuesday night 
of an equal amount on which he had a 
paper profit of 57 cents a bushel. Ev- 
erybody knows what an enormous wheat 
market ensued after the war became 
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general in August and how the price of 
the cereal in the futures market has been 
as high as $1.67 or more a bushel. Smith 
got out of the market long before the 
highest prices were touched, for like 
many other traders he failed to realize 
how much it meant to the grain pit foi 
nearly all of Europe to be embroiled in 
war. What would have happened to 
him had not he exercised the fore- 
thought of buying privileges against his 
short wheat can easily be imagined. 

Hedging commitments in the market, 
as in the case cited, is the most impor- 
tant use to which privileges can be put, 
but not the only one. They can be 
bought and sold on their own account, 
and if such operations are carried on 
conservatively, they can be made to yield 
good profits. Purchase of privileges is 
an operation involving no risk whatever 
except the loss of the cost, with oppor- 
tunities occasionally of making good 
profits. The operation in the case of an 
“offer” would be something like this: 

A. buys an “offer” on 5,000 July wheat 
at $1.25, good until the close the next 
day. If the market fails to cross $1.25 
he loses the $5.25 he paid for the offer, 
nothing more. But suppose the market 
goes up the day following the purchase 
of the privilege to, say, $1.27. A. then 
can sell 5,000 wheat against his “offer.” 
If the market closes above $1.25 he calls 
for the wheat at the “offer” price and 
gives it to the man to whom he sold 
5,000 bushels earlier in the day, making 
a profit of two cents a bushel. 

On the other hand, it might happen 
that after A. has sold wheat at $1.27 
against his privilege, the market would 
sustain a sharp break to $1.20 the same 
day. A. then could buy in the wheat he 
sold, regardless of his “offer,” and take 
his profits. In an extraordinarily wide 
market he might repeat the operation in 
the same day at varying prices. In fact, 
in an extremely active market a nimble 
trader might make several turns in the 
course of a big day, while if his privilege 
runs a week, his opportunities 4 making 
turns are so much the better. 

Purchase of a “bid” is predicated on 
the theory of a declining market, and 
therefore is just the reverse operation 
of that described. The opportunities to 
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make turns come with declines in wheat 
below the “bid” price of the seller. 

While each situation presents its 
peculiar problems, several simple prin- 
ciples, taken from the pages of an ex- 
perienced trader’s note-book, may prove 
helpful. First, it is essential that the 
market be an active one, which is likely 
to break beyond the bounds from day to 
day. In the second place, the operator 
should buy with the trend of the market. 
Thus, if the trend is upward, buy “of- 
fers”; if the trend is downward, buy 
“bids.” As every trader in wheat knows, 
the market periodically gets set in one 
direction and will move persistently in 
that direction sometimes for several days 
almost without interruption. It fre- 
quently happens that shrewd judges of 
the price movement make good profits 
on purchases of privileges for several 
successive days by simply running with 
the crowd. Third, watch for the culmi- 
nation of this one-direction movement, 
and buy against it. If you succeed in 
catching the day of a sharp reaction you 
may make a good clean-up because you 


caught the seller of the privilege nap- 


ping. For, remember, speculation in 
“bids” and “offers” is a case of match- 
ing wits against the other fellow, that 
is, the one who sold the privilege to you. 

As will be understood from what has 
been said, the buyer of privileges prac- 
tically assumes no risks. He can abso- 
lutely limit his losses to the cost of the 
privileges which is only $5.25 for each 
unit of trade, while if taken at the psy- 
chological moment the market may yield 
enough in a single day to much more 
than offset expenditures of several pre- 
vious days. 

Selling privileges is an entirely differ- 
ent proposition, for here the element of 
risk enters to a notable degree. The 
seller agrees to either sell or buy, as the 
case may be, at the specified price when 
the defined time has come. 

Take, for example, the seiler of an 
“offer” on July wheat at $1.30. He 
agrees to sell at that price at the close 
the next day. He is willing to assume 
the risk of going short of July wheat 
at $1.30 in 24 hours. What he is 
doing is simply guessing that July wheat 
will not close at or above $1.30 the next 


day. If he makes a wrong guess he 
stands to lose. Conversely, if he sells a 
“bid” he promises to buy wheat at, say, 
$1.25 at the close of the next session. He 
is guessing that it will not close at or be- 
low that price the next day. If it does 
he becomes long of July wheat. 

Shrewd sellers of privileges—and 
they usually include the largest people 
in the Chicago grain trade—become re- 
markably expert in guessing the prob- 
able range of prices for periods of 24 
hours and also for periods of one week. 
But they are frequently caught, never- 
theless. There are various ways of 
hedging against such losses. You can 
sell against contracts. Thus, if you are 
long of wheat, you can take a chance of 
selling calls against it, for if you do get 
caught, you can simply turn over your 
contract to the buyer of the “offer.” On 
the other hand, if you are short of the 
market you can sell “bids” with impu- 
nity, for if you are caught you can take 
the wheat which the buyer of the “bid” 
puts to you. Many traders sell priv- 
ileges without committing themselves to 
the contract market at all. They can 
hedge by buying or selling wheat against 
their privileges if the market goes to the 
limits of those privileges. 

Evidently success in selling privileges 
depends upon a principle exactly oppo- 
site of that the buyer should follow. 
That is to say, you should sell against 
the trend of the market. Thus in a ris- 
ing market you would sell “bids,” while 
in a declining market you would sell 
“offers.” There may be days at a stretch 
when you can do so with perfect impu- 
nity. But it is necessary to watch the 
market signs closely, and the moment 
they give indications of a reaction, you 
should change your tactics. Good ope- 
rators in selling privileges make most of 
their money selling them in a dull mar- 
ket. When the market gives indications 
of impending activity, the seller of priv- 
Heges must take warning and look out 
or he will be caught. 

Speculation in privileges usually ap- 
peals to small traders. Some of these, 
starting on a shoestring, not infrequently 
run up quite comfortable profits. By 
careful trading they usually can hedge 
and avoid severe losses. 





